
29–006

104TH CONGRESS REPORT
" !HOUSE OF REPRESENTATIVES2d Session 104–784

MOORHEAD-SCHROEDER PATENT REFORM ACT

SEPTEMBER 12, 1996.—Committed to the Committee of the Whole House on the
State of the Union and ordered to be printed

Mr. MOORHEAD, from the Committee on the Judiciary,
submitted the following

R E P O R T

[To accompany H.R. 3460]

[Including cost estimate of the Congressional Budget Office]

The Committee on the Judiciary, to whom was referred the bill
(H.R. 3460) to establish the Patent and Trademark Office as a Gov-
ernment corporation, and for other purposes, having considered the
same, report favorably thereon with an amendment and rec-
ommend that the bill as amended do pass.

CONTENTS

Page
Purpose and Summary ............................................................................................ 29
Background and Need for Legislation .................................................................... 30
Hearings ................................................................................................................... 38
Committee Consideration ........................................................................................ 40
Committee Oversight Findings ............................................................................... 40
Committee on Government Reform and Oversight Findings ............................... 41
New Budget Authority and Tax Expenditures ...................................................... 41
Congressional Budget Office Estimate ................................................................... 41
Inflationary Impact Statement ............................................................................... 45
Section-by-Section Analysis and Discussion .......................................................... 45
Changes in Existing Law ........................................................................................ 84

The amendment is as follows:
Strike out all after the enacting clause and insert in lieu thereof

the following:
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Moorhead Schroeder Patent Reform Act’’.
SEC. 2. TABLE OF CONTENTS.

Sec. 1. Short title.
Sec. 2. Table of contents.
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TITLE I—PATENT AND TRADEMARK OFFICE
GOVERNMENT CORPORATION

SEC. 101. SHORT TITLE.

This title may be cited as the ‘‘Patent and Trademark Office Government Corpora-
tion Act of 1996’’.



3

Subtitle A—United States Patent and Trademark
Office

SEC. 111. ESTABLISHMENT OF PATENT AND TRADEMARK OFFICE AS A GOVERNMENT COR-
PORATION.

Section 1 of title 35, United States Code, is amended to read as follows:
‘‘§ 1. Establishment

‘‘(a) ESTABLISHMENT.—The United States Patent and Trademark Office is estab-
lished as a wholly owned Government corporation subject to chapter 91 of title 31,
and shall be an agency of the United States under the policy direction of the Sec-
retary of Commerce, except as otherwise provided in this title. For purposes of inter-
nal management, the United States Patent and Trademark Office shall be a cor-
porate body not subject to supervision by any department, except as otherwise pro-
vided in this title.

‘‘(b) OFFICES.—The United States Patent and Trademark Office shall maintain an
office in the District of Columbia, or the metropolitan area thereof, for the service
of process and papers and shall be deemed, for purposes of venue in civil actions,
to be a resident of the district in which its principal office is located. The United
States Patent and Trademark Office may establish offices in such other places as
it considers necessary or appropriate in the conduct of its business.

‘‘(c) REFERENCE.—For purposes of this title, the United States Patent and Trade-
mark Office shall also be referred to as the ‘Office’ and the ‘Patent and Trademark
Office’.’’.
SEC. 112. POWERS AND DUTIES.

Section 2 of title 35, United States Code, is amended to read as follows:
‘‘§ 2. Powers and Duties

‘‘(a) IN GENERAL.—The United States Patent and Trademark Office shall be re-
sponsible for—

‘‘(1) the granting and issuing of patents and the registration of trademarks;
‘‘(2) conducting studies, programs, or exchanges of items or services regarding

domestic and international patent and trademark law, the administration of the
Office, or any other function vested in the Office by law, including programs to
recognize, identify, assess, and forecast the technology of patented inventions
and their utility to industry;

‘‘(3)(A) authorizing or conducting studies and programs cooperatively with for-
eign patent and trademark offices and international organizations, in connec-
tion with the granting and issuing of patents and the registration of trade-
marks; and

‘‘(B) with the concurrence of the Secretary of State, authorizing the transfer
of not to exceed $100,000 in any year to the Department of State for the pur-
pose of making special payments to international intergovernmental organiza-
tions for studies and programs for advancing international cooperation concern-
ing patents, trademarks, and related matters; and

‘‘(4) disseminating to the public information with respect to patents and
trademarks.

The special payments under paragraph (3)(B) shall be in addition to any other pay-
ments or contributions to international organizations described in paragraph (3)(B)
and shall not be subject to any limitations imposed by law on the amounts of such
other payments or contributions by the United States Government.

‘‘(b) SPECIFIC POWERS.—The Office—
‘‘(1) shall have perpetual succession;
‘‘(2) shall adopt and use a corporate seal, which shall be judicially noticed and

with which letters patent, certificates of trademark registrations, and papers is-
sued by the Office shall be authenticated;

‘‘(3) may sue and be sued in its corporate name and be represented by its own
attorneys in all judicial and administrative proceedings, subject to the provi-
sions of section 7;

‘‘(4) may indemnify the Commissioner of Patents and Trademarks, and other
officers, attorneys, agents, and employees (including members of the Manage-
ment Advisory Board established in section 5) of the Office for liabilities and
expenses incurred within the scope of their employment;

‘‘(5) may adopt, amend, and repeal bylaws, rules, regulations, and determina-
tions, which—
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‘‘(A) shall govern the manner in which its business will be conducted and
the powers granted to it by law will be exercised;

‘‘(B) shall be made after notice and opportunity for full participation by
interested public and private parties;

‘‘(C) shall facilitate and expedite the processing of patent applications,
particularly those which can be filed, stored, processed, searched, and re-
trieved electronically, subject to the provisions of section 122 relating to the
confidential status of applications; and

‘‘(D) may govern the recognition and conduct of agents, attorneys, or
other persons representing applicants or other parties before the Office, and
may require them, before being recognized as representatives of applicants
or other persons, to show that they are of good moral character and reputa-
tion and are possessed of the necessary qualifications to render to appli-
cants or other persons valuable service, advice, and assistance in the pres-
entation or prosecution of their applications or other business before the Of-
fice;

‘‘(6) may acquire, construct, purchase, lease, hold, manage, operate, improve,
alter, and renovate any real, personal, or mixed property, or any interest there-
in, as it considers necessary to carry out its functions;

‘‘(7)(A) may make such purchases, contracts for the construction, mainte-
nance, or management and operation of facilities, and contracts for supplies or
services, without regard to the provisions of the Federal Property and Adminis-
trative Services Act of 1949 (40 U.S.C. 471 and following), the Public Buildings
Act (40 U.S.C. 601 and following), and the Stewart B. McKinney Homeless As-
sistance Act (42 U.S.C. 11301 and following); and

‘‘(B) may enter into and perform such purchases and contracts for printing
services, including the process of composition, platemaking, presswork, silk
screen processes, binding, microform, and the products of such processes, as it
considers necessary to carry out the functions of the Office, without regard to
sections 501 through 517 and 1101 through 1123 of title 44;

‘‘(8) may use, with their consent, services, equipment, personnel, and facilities
of other departments, agencies, and instrumentalities of the Federal Govern-
ment, on a reimbursable basis, and cooperate with such other departments,
agencies, and instrumentalities in the establishment and use of services, equip-
ment, and facilities of the Office;

‘‘(9) may obtain from the Administrator of General Services such services as
the Administrator is authorized to provide to other agencies of the United
States, on the same basis as those services are provided to other agencies of
the United States;

‘‘(10) may use, with the consent of the United States and the agency, govern-
ment, or international organization concerned, the services, records, facilities, or
personnel of any State or local government agency or instrumentality or foreign
government or international organization to perform functions on its behalf;

‘‘(11) may determine the character of and the necessity for its obligations and
expenditures and the manner in which they shall be incurred, allowed, and
paid, subject to the provisions of this title and the Act of July 5, 1946 (com-
monly referred to as the ‘Trademark Act of 1946’);

‘‘(12) may retain and use all of its revenues and receipts, including revenues
from the sale, lease, or disposal of any real, personal, or mixed property, or any
interest therein, of the Office, including for research and development and cap-
ital investment, subject to the provisions of section 10101 of the Omnibus Budg-
et Reconciliation Act of 1990 (35 U.S.C. 41 note);

‘‘(13) shall have the priority of the United States with respect to the payment
of debts from bankrupt, insolvent, and decedents’ estates;

‘‘(14) may accept monetary gifts or donations of services, or of real, personal,
or mixed property, in order to carry out the functions of the Office;

‘‘(15) may execute, in accordance with its bylaws, rules, and regulations, all
instruments necessary and appropriate in the exercise of any of its powers;

‘‘(16) may provide for liability insurance and insurance against any loss in
connection with its property, other assets, or operations either by contract or
by self-insurance; and

‘‘(17) shall pay any settlement or judgment entered against it from the funds
of the Office and not from amounts available under section 1304 of title 31.’’.

SEC. 113. ORGANIZATION AND MANAGEMENT.

Section 3 of title 35, United States Code, is amended to read as follows:



5

‘‘§ 3. Officers and employees
‘‘(a) COMMISSIONER.—

‘‘(1) IN GENERAL.—The management of the United States Patent and Trade-
mark Office shall be vested in a Commissioner of Patents and Trademarks
(hereafter in this title referred to as the ‘Commissioner’), who shall be a citizen
of the United States and who shall be appointed by the President, by and with
the advice and consent of the Senate. The Commissioner shall be a person who,
by reason of professional background and experience in patent or trademark
law, is especially qualified to manage the Office.

‘‘(2) DUTIES.—
‘‘(A) IN GENERAL.—The Commissioner shall be responsible for the man-

agement and direction of the Office, including the issuance of patents and
the registration of trademarks, and shall perform these duties in a fair, im-
partial, and equitable manner.

‘‘(B) ADVISING THE PRESIDENT.—The Commissioner shall advise the Presi-
dent, through the Secretary of Commerce, of all activities of the Office un-
dertaken in response to obligations of the United States under treaties and
executive agreements, or which relate to cooperative programs with those
authorities of foreign governments that are responsible for granting patents
or registering trademarks. The Commissioner shall also recommend to the
President, through the Secretary of Commerce, changes in law or policy
which may improve the ability of United States citizens to secure and en-
force patent rights or trademark rights in the United States or in foreign
countries.

‘‘(C) CONSULTING WITH THE MANAGEMENT ADVISORY BOARD.—The Com-
missioner shall consult with the Management Advisory Board established
in section 5 on a regular basis on matters relating to the operation of the
Office, and shall consult with the Board before submitting budgetary pro-
posals to the Office of Management and Budget or changing or proposing
to change patent or trademark user fees or patent or trademark regula-
tions.

‘‘(D) SECURITY CLEARANCES.—The Commissioner, in consultation with the
Director of the Office of Personnel Management, shall maintain a program
for identifying national security positions and providing for appropriate se-
curity clearances.

‘‘(3) TERM.—The Commissioner shall serve a term of 5 years, and may con-
tinue to serve after the expiration of the Commissioner’s term until a successor
is appointed and assumes office. The Commissioner may be reappointed to sub-
sequent terms.

‘‘(4) OATH.—The Commissioner shall, before taking office, take an oath to dis-
charge faithfully the duties of the Office.

‘‘(5) COMPENSATION.—The Commissioner shall receive compensation at the
rate of pay in effect for level II of the Executive Schedule under section 5313
of title 5.

‘‘(6) REMOVAL.—The Commissioner may be removed from office by the Presi-
dent only for cause.

‘‘(7) DESIGNEE OF COMMISSIONER.—The Commissioner shall designate an offi-
cer of the Office who shall be vested with the authority to act in the capacity
of the Commissioner in the event of the absence or incapacity of the Commis-
sioner.

‘‘(b) OFFICERS AND EMPLOYEES OF THE OFFICE.—
‘‘(1) DEPUTY COMMISSIONERS.—The Commissioner shall appoint a Deputy

Commissioner for Patents and a Deputy Commissioner for Trademarks for
terms that shall expire on the date on which the Commissioner’s term expires.
The Deputy Commissioner for Patents shall be a person with demonstrated ex-
perience in patent law and the Deputy Commissioner for Trademarks shall be
a person with demonstrated experience in trademark law. The Deputy Commis-
sioner for Patents and the Deputy Commissioner for Trademarks shall be the
principal policy and management advisors to the Commissioner on all aspects
of the activities of the Office that affect the administration of patent and trade-
mark operations, respectively.

‘‘(2) OTHER OFFICERS AND EMPLOYEES.—The Commissioner shall—
‘‘(A) appoint an Inspector General and such other officers, employees (in-

cluding attorneys), and agents of the Office as the Commissioner considers
necessary to carry out its functions;

‘‘(B) fix the compensation of such officers and employees, except as other-
wise provided in this section; and
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‘‘(C) define the authority and duties of such officers and employees and
delegate to them such of the powers vested in the Office as the Commis-
sioner may determine.

The Office shall not be subject to any administratively or statutorily imposed
limitation on positions or personnel, and no positions or personnel of the Office
shall be taken into account for purposes of applying any such limitation.

‘‘(c) LIMITS ON COMPENSATION.—Except as otherwise provided by law, the annual
rate of basic pay of an officer or employee of the Office may not be fixed at a rate
that exceeds, and total compensation payable to any such officer or employee for any
year may not exceed, the annual rate of basic pay in effect for the Commissioner
for the year involved. The Commissioner shall prescribe such regulations as may be
necessary to carry out this subsection.

‘‘(d) INAPPLICABILITY OF TITLE 5 GENERALLY.—Except as otherwise provided in
this section, officers and employees of the Office shall not be subject to the provi-
sions of title 5 relating to Federal employees.

‘‘(e) CONTINUED APPLICABILITY OF CERTAIN PROVISION OF TITLE 5.—
‘‘(1) IN GENERAL.—The following provisions of title 5 shall apply to the Office

and its officers and employees:
‘‘(A) Section 3110 (relating to employment of relatives; restrictions).
‘‘(B) Subchapter II of chapter 55 (relating to withholding pay).
‘‘(C) Subchapters II and III of chapter 73 (relating to employment limita-

tions and political activities, respectively).
‘‘(D) Chapter 71 (relating to labor-management relations), subject to para-

graph (2) and subsection (g).
‘‘(E) Section 3303 (relating to political recommendations).
‘‘(F) Subchapter II of chapter 61 (relating to flexible and compressed work

schedules).
‘‘(2) COMPENSATION SUBJECT TO COLLECTIVE BARGAINING.—

‘‘(A) IN GENERAL.—Notwithstanding any other provision of law, for pur-
poses of applying chapter 71 of title 5 pursuant to paragraph (1)(D), basic
pay and other forms of compensation shall be considered to be among the
matters as to which the duty to bargain in good faith extends under such
chapter.

‘‘(B) EXCEPTIONS.—The duty to bargain in good faith shall not, by reason
of subparagraph (A), be considered to extend to any benefit under title 5
which is afforded by paragraph (1), (2), (3), or (4) of subsection (f).

‘‘(C) LIMITATIONS APPLY.—Nothing in this subsection shall be considered
to allow any limitation under subsection (c) to be exceeded.

‘‘(f) PROVISIONS OF TITLE 5 THAT CONTINUE TO APPLY, SUBJECT TO CERTAIN RE-
QUIREMENTS.—

‘‘(1) RETIREMENT.—(A) The provisions of subchapter III of chapter 83 and
chapter 84 of title 5 shall apply to the Office and its officers and employees,
subject to subparagraph (B).

‘‘(B)(i) The amount required of the Office under the second sentence of section
8334(a)(1) of title 5 with respect to any particular individual shall, instead of
the amount which would otherwise apply, be equal to the normal-cost percent-
age (determined with respect to officers and employees of the Office using dy-
namic assumptions, as defined by section 8401(9) of such title) of the individ-
ual’s basic pay, minus the amount required to be withheld from such pay under
such section 8334(a)(1).

‘‘(ii) The amount required of the Office under section 8334(k)(1)(B) of title 5
with respect to any particular individual shall be equal to an amount computed
in a manner similar to that specified in clause (i), as determined in accordance
with clause (iii).

‘‘(iii) Any regulations necessary to carry out this subparagraph shall be pre-
scribed by the Office of Personnel Management.

‘‘(C) The United States Patent and Trademark Office may supplement the
benefits provided under the preceding provisions of this paragraph.

‘‘(2) HEALTH BENEFITS.—(A) The provisions of chapter 89 of title 5 shall apply
to the Office and its officers and employees, subject to subparagraph (B).

‘‘(B)(i) With respect to any individual who becomes an officer or employee of
the Office pursuant to subsection (h), the eligibility of such individual to partici-
pate in such program as an annuitant (or of any other person to participate in
such program as an annuitant based on the death of such individual) shall be
determined disregarding the requirements of section 8905(b) of title 5. The pre-
ceding sentence shall not apply if the individual ceases to be an officer or em-
ployee of the Office for any period of time after becoming an officer or employee
of the Office pursuant to subsection (h) and before separation.
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‘‘(ii) The Government contributions authorized by section 8906 for health ben-
efits for anyone participating in the health benefits program pursuant to this
subparagraph shall be made by the Office in the same manner as provided
under section 8906(g)(2) of title 5 with respect to the United States Postal Serv-
ice for individuals associated therewith.

‘‘(iii) For purposes of this subparagraph, the term ‘annuitant’ has the meaning
given such term by section 8901(3) of title 5.

‘‘(C) The Office may supplement the benefits provided under the preceding
provisions of this paragraph.

‘‘(3) LIFE INSURANCE.—(A) The provisions of chapter 87 of title 5 shall apply
to the Office and its officers and employees, subject to subparagraph (B).

‘‘(B)(i) Eligibility for life insurance coverage after retirement or while in re-
ceipt of compensation under subchapter I of chapter 81 of title 5 shall be deter-
mined, in the case of any individual who becomes an officer or employee of the
Office pursuant to subsection (h), without regard to the requirements of section
8706(b) (1) or (2), but subject to the condition specified in the last sentence of
paragraph (2)(B)(i) of this subsection.

‘‘(ii) Government contributions under section 8708(d) on behalf of any such in-
dividual shall be made by the Office in the same manner as provided under
paragraph (3) thereof with respect to the United States Postal Service for indi-
viduals associated therewith.

‘‘(C) The Office may supplement the benefits provided under the preceding
provisions of this paragraph.

‘‘(4) EMPLOYEES’ COMPENSATION FUND.—(A) Officers and employees of the Of-
fice shall not become ineligible to participate in the program under chapter 81
of title 5, relating to compensation for work injuries, by reason of subsection (d).

‘‘(B) The Office shall remain responsible for reimbursing the Employees’ Com-
pensation Fund, pursuant to section 8147 of title 5, for compensation paid or
payable after the effective date of the Patent and Trademark Office Government
Corporation Act of 1996 in accordance with chapter 81 of title 5 with regard
to any injury, disability, or death due to events arising before such date, wheth-
er or not a claim has been filed or is final on such date.

‘‘(g) LABOR-MANAGEMENT RELATIONS.—
‘‘(1) LABOR RELATIONS AND EMPLOYEE RELATIONS PROGRAMS.—The Office shall

develop labor relations and employee relations programs with the objective of
improving productivity and efficiency, incorporating the following principles:

‘‘(A) Such programs shall be consistent with the merit principles in sec-
tion 2301(b) of title 5.

‘‘(B) Such programs shall provide veterans preference protections equiva-
lent to those established by sections 2108, 3308–3318, and 3320 of title 5.

‘‘(C)(i) The right to work shall not be subject to undue restraint or coer-
cion. The right to work shall not be infringed or restricted in any way based
on membership in, affiliation with, or financial support of a labor organiza-
tion.

‘‘(ii) No person shall be required, as a condition of employment or continu-
ation of employment—

‘‘(I) to resign or refrain from voluntary membership in, voluntary af-
filiation with, or voluntary financial support of a labor organization;

‘‘(II) to become or remain a member of a labor organization;
‘‘(III) to pay any dues, fees, assessments, or other charges of any kind

or amount to a labor organization;
‘‘(IV) to pay to any charity or other third party, in lieu of such pay-

ments, any amount equivalent to or a pro-rata portion of dues, fees, as-
sessments, or other charges regularly required of members of a labor
organization; or

‘‘(V) to be recommended, approved, referred, or cleared by or through
a labor organization.

‘‘(iii) This subparagraph shall not apply to a person described in section
7103(a)(2)(v) of title 5 or a ‘supervisor’, ‘management official’, or ‘confiden-
tial employee’ as those terms are defined in 7103(a)(10), (11), and (13) of
such title.

‘‘(iv) Any labor organization recognized by the Office as the exclusive rep-
resentative of a unit of employees of the Office shall represent the interests
of all employees in that unit without discrimination and without regard to
labor organization membership.

‘‘(2) ADOPTION OF EXISTING LABOR AGREEMENTS.—The Office shall adopt all
labor agreements which are in effect, as of the day before the effective date of
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the Patent and Trademark Office Government Corporation Act of 1996, with re-
spect to such Office (as then in effect).

‘‘(h) CARRYOVER OF PERSONNEL.—
‘‘(1) FROM PTO.—Effective as of the effective date of the Patent and Trade-

mark Office Government Corporation Act of 1996, all officers and employees of
the Patent and Trademark Office on the day before such effective date shall be-
come officers and employees of the Office, without a break in service.

‘‘(2) OTHER PERSONNEL.—Any individual who, on the day before the effective
date of the Patent and Trademark Office Government Corporation Act of 1996,
is an officer or employee of the Department of Commerce (other than an officer
or employee under paragraph (1)) shall be transferred to the Office if—

‘‘(A) such individual serves in a position for which a major function is the
performance of work reimbursed by the Patent and Trademark Office, as
determined by the Secretary of Commerce;

‘‘(B) such individual serves in a position that performed work in support
of the Patent and Trademark Office during at least half of the incumbent’s
work time, as determined by the Secretary of Commerce; or

‘‘(C) such transfer would be in the interest of the Office, as determined
by the Secretary of Commerce in consultation with the Commissioner of
Patents and Trademarks.

Any transfer under this paragraph shall be effective as of the same effective
date as referred to in paragraph (1), and shall be made without a break in serv-
ice.

‘‘(3) ACCUMULATED LEAVE.—The amount of sick and annual leave and com-
pensatory time accumulated under title 5 before the effective date described in
paragraph (1), by those becoming officers or employees of the Office pursuant
to this subsection, are obligations of the Office.

‘‘(4) TERMINATION RIGHTS.—Any employee referred to in paragraph (1) or (2)
of this subsection whose employment with the Office is terminated during the
2-year period beginning on the effective date of the Patent and Trademark Of-
fice Government Corporation Act of 1996 shall be entitled to rights and benefits,
to be afforded by the Office, similar to those such employee would have had
under Federal law if termination had occurred immediately before such date.
An employee who would have been entitled to appeal any such termination to
the Merit Systems Protection Board, if such termination had occurred imme-
diately before such effective date, may appeal any such termination occurring
within this 2-year period to the Board under such procedures as it may pre-
scribe.

‘‘(5) CONTINUATION IN OFFICE OF CERTAIN OFFICERS.—(A) The individual serv-
ing as the Commissioner of Patents and Trademarks on the day before the ef-
fective date of the Patent and Trademark Office Government Corporation Act
of 1996 may serve as the Commissioner until the date on which a Commissioner
is appointed under subsection (a).

‘‘(B) The individual serving as the Assistant Commissioner for Patents on the
day before the effective date of the Patent and Trademark Office Government
Corporation Act of 1996 may serve as the Deputy Commissioner for Patents
until the date on which a Deputy Commissioner for Patents is appointed under
subsection (b).

‘‘(C) The individual serving as the Assistant Commissioner for Trademarks on
the day before the effective date of the Patent and Trademark Office Govern-
ment Corporation Act of 1996 may serve as the Deputy Commissioner for
Trademarks until the date on which a Deputy Commissioner for Trademarks
is appointed under subsection (b).

‘‘(i) COMPETITIVE STATUS.—For purposes of appointment to a position in the com-
petitive service for which an officer or employee of the Office is qualified, such offi-
cer or employee shall not forfeit any competitive status, acquired by such officer or
employee before the effective date of the Patent and Trademark Office Government
Corporation Act of 1996, by reason of becoming an officer or employee of the Office
pursuant to subsection (h).

‘‘(j) SAVINGS PROVISIONS.—
‘‘(1) IN GENERAL.—Compensation, benefits, and other terms and conditions of

employment in effect immediately before the effective date of the Patent and
Trademark Office Government Corporation Act of 1996, whether provided by
statute or by rules and regulations of the former Patent and Trademark Office
or the executive branch of the Government of the United States, shall continue
to apply to officers and employees of the Office, until changed in accordance
with this section (whether by action of the Commissioner or otherwise).
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‘‘(2) PROVISIONS SPECIFIC TO BASIC PAY.—With respect to any individual who
becomes an officer or employee of the Office pursuant to subsection (h), the rate
of basic pay for such officer or employee may not, on or after the effective date
of the Patent and Trademark Office Government Corporation Act of 1996, be
less than the rate in effect immediately before such effective date, except—

‘‘(A) pursuant to a collective-bargaining agreement entered into under
this section; or

‘‘(B) for inefficiency, neglect of duty, or misconduct, on the part of such
individual.

For purposes of this subparagraph, the term ‘basic pay’ includes any amount
considered to be part of basic pay for purposes of subchapter III of chapter 83
or chapter 84 of title 5.

‘‘(k) REMOVAL OF QUASI-JUDICIAL EXAMINERS.—The Office may remove a patent
examiner or examiner-in-chief, or a trademark examiner or member of a Trademark
Trial and Appeal Board, only for such cause as will promote the efficiency of the
Office.’’.
SEC. 114. MANAGEMENT ADVISORY BOARD.

Chapter 1 of part I of title 35, United States Code, is amended by inserting after
section 4 the following:

‘‘§ 5. Patent and Trademark Office Management Advisory Board
‘‘(a) ESTABLISHMENT OF MANAGEMENT ADVISORY BOARD.—

‘‘(1) APPOINTMENT.—The United States Patent and Trademark Office shall
have a Management Advisory Board (hereafter in this title referred to as the
‘Board’) of 12 members, 4 of whom shall be appointed by the President, 4 of
whom shall be appointed by the Speaker of the House of Representatives, and
4 of whom shall be appointed by the President pro tempore of the Senate. Not
more than 3 of the 4 members appointed by each appointing authority shall be
members of the same political party.

‘‘(2) TERMS.—Members of the Board shall be appointed for a term of 4 years
each, except that of the members first appointed by each appointing authority,
1 shall be for a term of 1 year, 1 shall be for a term of 2 years, and 1 shall
be for a term of 3 years. No member may serve more than 1 term.

‘‘(3) CHAIR.—The President shall designate the chair of the Board, whose term
as chair shall be for 3 years.

‘‘(4) TIMING OF APPOINTMENTS.—Initial appointments to the Board shall be
made within 3 months after the effective date of the Patent and Trademark Of-
fice Government Corporation Act of 1996, and vacancies shall be filled within
3 months after they occur.

‘‘(5) VACANCIES.—Vacancies shall be filled in the manner in which the original
appointment was made under this subsection. Members appointed to fill a va-
cancy occurring before the expiration of the term for which the member’s prede-
cessor was appointed shall be appointed only for the remainder of that term.
A member may serve after the expiration of that member’s term until a succes-
sor is appointed.

‘‘(6) COMMITTEES.—The Chair shall designate members of the Board to serve
on a committee on patent operations and on a committee on trademark oper-
ations to perform the duties set forth in subsection (e) as they relate specifically
to the Office’s patent operations, and the Office’s trademark operations, respec-
tively.

‘‘(b) BASIS FOR APPOINTMENTS.—Members of the Board shall be citizens of the
United States who shall be chosen so as to represent the interests of diverse users
of the United States Patent and Trademark Office, and shall include individuals
with substantial background and achievement in corporate finance and manage-
ment.

‘‘(c) APPLICABILITY OF CERTAIN ETHICS LAWS.—Members of the Board shall be spe-
cial Government employees within the meaning of section 202 of title 18.

‘‘(d) MEETINGS.—The Board shall meet at the call of the chair to consider an agen-
da set by the chair.

‘‘(e) DUTIES.—The Board shall—
‘‘(1) review the policies, goals, performance, budget, and user fees of the Unit-

ed States Patent and Trademark Office, and advise the Commissioner on these
matters; and

‘‘(2) within 60 days after the end of each fiscal year, prepare an annual report
on the matters referred to in paragraph (1), transmit the report to the President
and the Committees on the Judiciary of the Senate and the House of Represent-
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atives, and publish the report in the Patent and Trademark Office Official Ga-
zette.

‘‘(f) COMPENSATION.—Members of the Board shall be compensated for each day
(including travel time) during which they are attending meetings or conferences of
the Board or otherwise engaged in the business of the Board, at the rate which is
the daily equivalent of the annual rate of basic pay in effect for level III of the Exec-
utive Schedule under section 5314 of title 5, and while away from their homes or
regular places of business they may be allowed travel expenses, including per diem
in lieu of subsistence, as authorized by section 5703 of title 5.

‘‘(g) ACCESS TO INFORMATION.—Members of the Board shall be provided access to
records and information in the United States Patent and Trademark Office, except
for personnel or other privileged information and information concerning patent ap-
plications required to be kept in confidence by section 122.’’.
SEC. 115. CONFORMING AMENDMENTS.

(a) DUTIES OF COMMISSIONER.—Chapter 1 of title 35, United States Code, is
amended by striking section 6.

(b) REGULATIONS FOR AGENTS AND ATTORNEYS.—Section 31 of title 35, United
States Code, and the item relating to such section in the table of sections for chapter
3 of title 35, United States Code, are repealed.
SEC. 116. TRADEMARK TRIAL AND APPEAL BOARD.

Section 17 of the Act of July 5, 1946 (commonly referred to as the ‘‘Trademark
Act of 1946’’) (15 U.S.C. 1067) is amended to read as follows:

‘‘SEC. 17. (a) In every case of interference, opposition to registration, application
to register as a lawful concurrent user, or application to cancel the registration of
a mark, the Commissioner shall give notice to all parties and shall direct a Trade-
mark Trial and Appeal Board to determine and decide the respective rights of reg-
istration.

‘‘(b) The Trademark Trial and Appeal Board shall include the Commissioner, the
Deputy Commissioner for Patents, the Deputy Commissioner for Trademarks, and
members competent in trademark law who are appointed by the Commissioner.’’.
SEC. 117. BOARD OF PATENT APPEALS AND INTERFERENCES.

Chapter 1 of title 35, United States Code, is amended by striking section 7 and
inserting after section 5 the following:
‘‘§ 6. Board of Patent Appeals and Interferences

‘‘(a) ESTABLISHMENT AND COMPOSITION.—There shall be in the United States Pat-
ent and Trademark Office a Board of Patent Appeals and Interferences. The Com-
missioner, the Deputy Commissioner for Patents, the Deputy Commissioner for
Trademarks, and the examiners-in-chief shall constitute the Board. The examiners-
in-chief shall be persons of competent legal knowledge and scientific ability.

‘‘(b) DUTIES.—The Board of Patent Appeals and Interferences shall, on written ap-
peal of an applicant, review adverse decisions of examiners upon applications for
patents and shall determine priority and patentability of invention in interferences
declared under section 135(a). Each appeal and interference shall be heard by at
least 3 members of the Board, who shall be designated by the Commissioner. Only
the Board of Patent Appeals and Interferences may grant rehearings.’’.
SEC. 118. SUITS BY AND AGAINST THE OFFICE.

Chapter 1 of part I of title 35, United States Code, is amended by inserting after
section 6 the following new section:
‘‘§ 7. Suits by and against the Office

‘‘(a) IN GENERAL.—
‘‘(1) ACTIONS UNDER UNITED STATES LAW.—Any civil action or proceeding to

which the United States Patent and Trademark Office is a party is deemed to
arise under the laws of the United States. The Federal courts shall have exclu-
sive jurisdiction over all civil actions by or against the Office.

‘‘(2) CONTRACT CLAIMS.—Any action or proceeding against the Office in which
any claim is cognizable under the Contract Disputes Act of 1978 (41 U.S.C. 601
and following) shall be subject to that Act. For purposes of that Act, the Com-
missioner shall be deemed to be the agency head with respect to contract claims
arising with respect to the Office. Any other action or proceeding against the
Office founded upon contract may be brought in an appropriate district court,
notwithstanding any provision of title 28.

‘‘(3) TORT CLAIMS.—(A) Any action or proceeding against the Office in which
any claim is cognizable under the provisions of section 1346(b) and chapter 171
of title 28, shall be governed by those provisions.
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‘‘(B) Any other action or proceeding against the Office founded upon tort may
be brought in an appropriate district court without regard to the provisions of
section 1346(b) and chapter 171 of title 28.

‘‘(4) PROHIBITION ON ATTACHMENT, LIENS, ETC.—No attachment, garnishment,
lien, or similar process, intermediate or final, in law or equity, may be issued
against property of the Office.

‘‘(5) SUBSTITUTION OF OFFICE AS PARTY.—The Office shall be substituted as
defendant in any civil action or proceeding against an officer or employee of the
Office, if the Office determines that the officer or employee was acting within
the scope of his or her employment with the Office. If the Office refuses to cer-
tify scope of employment, the officer or employee may at any time before trial
petition the court to find and certify that the officer or employee was acting
within the scope of his or her employment. Upon certification by the court, the
Office shall be substituted as the party defendant. A copy of the petition shall
be served upon the Office. In any such civil action or proceeding to which para-
graph (3)(A) applies, the provisions of section 1346(b) and chapter 171 of title
28 shall apply in lieu of this paragraph.

‘‘(b) RELATIONSHIP WITH JUSTICE DEPARTMENT.—
‘‘(1) EXERCISE BY OFFICE OF ATTORNEY GENERAL’S AUTHORITIES.—Except as

provided in this section, with respect to any action or proceeding in which the
Office is a party or an officer or employee thereof is a party in his or her official
capacity, the Office, officer, or employee may exercise, without prior authorization
from the Attorney General, the authorities and duties that otherwise would be exer-
cised by the Attorney General on behalf of the Office, officer, or employee under title
28 or other laws.

‘‘(2) APPEARANCES BY ATTORNEY GENERAL.—Notwithstanding paragraph (1), at
any time the Attorney General may, in any action or proceeding described in
paragraph (1), file an appearance on behalf of the Office or the officer or em-
ployee involved, without the consent of the Office or the officer or employee.
Upon such filing, the Attorney General shall represent the Office or such officer
or employee with exclusive authority in the conduct, settlement, or compromise
of that action or proceeding.

‘‘(3) CONSULTATIONS WITH AND ASSISTANCE BY ATTORNEY GENERAL.—The Of-
fice may consult with the Attorney General concerning any legal matter, and
the Attorney General shall provide advice and assistance to the Office, including
representing the Office in litigation, if requested by the Office.

‘‘(4) REPRESENTATION BEFORE SUPREME COURT.—The Attorney General shall
represent the Office in all cases before the United States Supreme Court.

‘‘(5) QUALIFICATIONS OF ATTORNEYS.—An attorney admitted to practice to the
bar of the highest court of at least one State in the United States or the District
of Columbia and employed by the Office may represent the Office in any legal
proceeding in which the Office or an officer or employee of the Office is a party
or interested, regardless of whether the attorney is a resident of the jurisdiction
in which the proceeding is held and notwithstanding any other prerequisites of
qualification or appearance required by the court or administrative body before
which the proceeding is conducted.’’.

SEC. 119. ANNUAL REPORT OF COMMISSIONER.

Section 14 of title 35, United States Code, is amended to read as follows:
‘‘§ 14. Annual report to Congress

‘‘The Commissioner shall report to the Congress, not later than 180 days after the
end of each fiscal year, the moneys received and expended by the Office, the pur-
poses for which the moneys were spent, the quality and quantity of the work of the
Office, and other information relating to the Office. The report under this section
shall also meet the requirements of section 9106 of title 31, to the extent that such
requirements are not inconsistent with the preceding sentence. The report required
under this section shall be deemed to be the report of the United States Patent and
Trademark Office under section 9106 of title 31, and the Commissioner shall not
file a separate report under such section.’’.
SEC. 120. SUSPENSION OR EXCLUSION FROM PRACTICE.

Section 32 of title 35, United States Code, is amended by inserting before the last
sentence the following: ‘‘The Commissioner shall have the discretion to designate
any attorney who is an officer or employee of the United States Patent and Trade-
mark Office to conduct the hearing required by this section.’’.
SEC. 121. FUNDING.

Section 42 of title 35, United States Code, is amended to read as follows:
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‘‘§ 42. Patent and Trademark Office funding
‘‘(a) FEES PAYABLE TO THE OFFICE.—All fees for services performed by or mate-

rials furnished by the United States Patent and Trademark Office shall be payable
to the Office.

‘‘(b) USE OF MONEYS.—Moneys from fees shall be available to the United States
Patent and Trademark Office to carry out, to the extent provided in appropriations
Acts, the functions of the Office. Moneys of the Office not otherwise used to carry
out the functions of the Office shall be kept in cash on hand or on deposit, or in-
vested in obligations of the United States or guaranteed by the United States, or
in obligations or other instruments which are lawful investments for fiduciary,
trust, or public funds. Fees available to the Office under this title shall be used for
the processing of patent applications and for other services and materials relating
to patents. Fees available to the Office under section 31 of the Act of July 5, 1946
(commonly referred to as the ‘Trademark Act of 1946’; 15 U.S.C. 1113), shall be used
for the processing of trademark registrations and for other services and materials
relating to trademarks.

‘‘(c) BORROWING AUTHORITY.—The United States Patent and Trademark Office is
authorized to issue from time to time for purchase by the Secretary of the Treasury
its debentures, bonds, notes, and other evidences of indebtedness (hereafter in this
subsection referred to as ‘obligations’) to assist in financing its activities. Borrowing
under this subsection shall be subject to prior approval in appropriations Acts. Such
borrowing shall not exceed amounts approved in appropriations Acts. Any borrowing
under this subsection shall be repaid only from fees paid to the Office and sur-
charges appropriated by the Congress. Such obligations shall be redeemable at the
option of the Office before maturity in the manner stipulated in such obligations and
shall have such maturity as is determined by the Office with the approval of the
Secretary of the Treasury. Each such obligation issued to the Treasury shall bear
interest at a rate not less than the current yield on outstanding marketable obliga-
tions of the United States of comparable maturity during the month preceding the
issuance of the obligation as determined by the Secretary of the Treasury. The Sec-
retary of the Treasury shall purchase any obligations of the Office issued under this
subsection and for such purpose the Secretary of the Treasury is authorized to use
as a public-debt transaction the proceeds of any securities issued under chapter 31
of title 31, and the purposes for which securities may be issued under that chapter
are extended to include such purpose. Payment under this subsection of the pur-
chase price of such obligations of the United States Patent and Trademark Office
shall be treated as public debt transactions of the United States.’’.
SEC. 122. AUDITS.

Chapter 4 of part I of title 35, United States Code, is amended by adding at the
end the following new section:
‘‘§ 43. Audits

‘‘(a) IN GENERAL.—Financial statements of the United States Patent and Trade-
mark Office shall be prepared on an annual basis in accordance with generally ac-
cepted accounting principles. Such statements shall be audited by an independent
certified public accountant chosen by the Commissioner. The audit shall be con-
ducted in accordance with standards that are consistent with generally accepted
Government auditing standards and other standards established by the Comptroller
General, and with the generally accepted auditing standards of the private sector,
to the extent feasible. The Commissioner shall transmit to the Committees on the
Judiciary of the House of Representatives and the Senate the results of each audit
under this subsection.

‘‘(b) REVIEW BY COMPTROLLER GENERAL.—The Comptroller General may review
any audit of the financial statement of the Patent and Trademark Office that is con-
ducted under subsection (a). The Comptroller General shall report to the Congress
and the Office the results of any such review and shall include in such report appro-
priate recommendations.

‘‘(c) AUDIT BY COMPTROLLER GENERAL.—The Comptroller General may audit the
financial statements of the Office and such audit shall be in lieu of the audit re-
quired by subsection (a). The Office shall reimburse the Comptroller General for the
cost of any audit conducted under this subsection.

‘‘(d) ACCESS TO OFFICE RECORDS.—All books, financial records, report files, memo-
randa, and other property that the Comptroller General deems necessary for the
performance of any audit shall be made available to the Comptroller General.

‘‘(e) APPLICABILITY IN LIEU OF TITLE 31 PROVISIONS.—This section applies to the
Office in lieu of the provisions of section 9105 of title 31.’’.
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SEC. 123. TRANSFERS.

(a) TRANSFER OF FUNCTIONS.—Except as otherwise provided in this title, there are
transferred to, and vested in, the United States Patent and Trademark Office all
functions, powers, and duties vested by law in the Secretary of Commerce or the
Department of Commerce or in the officers or components in the Department of
Commerce with respect to the authority to grant patents and register trademarks,
and in the Patent and Trademark Office, as in effect on the day before the effective
date of this title, and in the officers and components of such Office.

(b) TRANSFER OF FUNDS AND PROPERTY.—The Secretary of Commerce shall trans-
fer to the United States Patent and Trademark Office, on the effective date of this
title, so much of the assets, liabilities, contracts, property, records, and unexpended
and unobligated balances of appropriations, authorizations, allocations, and other
funds employed, held, used, arising from, available to, or to be made available to
the Department of Commerce, including funds set aside for accounts receivable
which are related to functions, powers, and duties which are vested in the Patent
and Trademark Office by this title.

Subtitle B—Effective Date; Technical
Amendments

SEC. 131. EFFECTIVE DATE.

This title and the amendments made by this title shall take effect 4 months after
the date of the enactment of this Act.
SEC. 132. TECHNICAL AND CONFORMING AMENDMENTS.

(a) AMENDMENTS TO TITLE 35.—
(1) The item relating to part I in the table of parts for chapter 35, United

States Code, is amended to read as follows:
‘‘I. United States Patent and Trademark Office ................................................................................. 1’’.

(2) The heading for part I of title 35, United States Code, is amended to read
as follows:

‘‘PART I—UNITED STATES PATENT AND TRADEMARK
OFFICE’’.

(3) The table of chapters for part I of title 35, United States Code, is amended
by amending the item relating to chapter 1 to read as follows:

‘‘1. Establishment, Officers and Employees, Functions ........................................................................... 1’’.

(4) The table of sections for chapter 1 of title 35, United States Code, is
amended to read as follows:

‘‘CHAPTER 1—ESTABLISHMENT, OFFICERS AND EMPLOYEES,
FUNCTIONS

‘‘Sec.
‘‘1. Establishment.
‘‘2. Powers and duties.
‘‘3. Officers and employees.
‘‘4. Restrictions on officers and employees as to interest in patents.
‘‘5. Patent and Trademark Office Management Advisory Board.
‘‘6. Board of Patent Appeals and Interferences.
‘‘7. Suits by and against the Office.
‘‘8. Library.
‘‘9. Classification of patents.

‘‘10. Certified copies of records.
‘‘11. Publications.
‘‘12. Exchange of copies of patents with foreign countries.
‘‘13. Copies of patents for public libraries.
‘‘14. Annual report to Congress.’’.

(5) The table of sections for chapter 4 of part I of title 35, United States Code,
is amended by adding at the end the following new item:

‘‘43. Audits.’’.

(b) OTHER PROVISIONS OF LAW.—
(1) Section 9101(3) of title 31, United States Code, is amended by adding at

the end the following:
‘‘(R) the United States Patent and Trademark Office.’’.
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(2) Section 500(e) of title 5, United States Code, is amended by striking ‘‘Pat-
ent Office’’ and inserting ‘‘United States Patent and Trademark Office’’.

(3) Section 5102(c)(23) of title 5, United States Code, is amended by striking
‘‘Patent and Trademark Office, Department of Commerce’’ and inserting ‘‘United
States Patent and Trademark Office’’.

(4) Section 5316 of title 5, United States Code (5 U.S.C. 5316) is amended by
striking ‘‘Commissioner of Patents, Department of Commerce.’’, ‘‘Deputy Com-
missioner of Patents and Trademarks.’’, ‘‘Assistant Commissioner for Patents.’’,
and ‘‘Assistant Commissioner for Trademarks.’’.

(5) Section 12 of the Act of February 14, 1903 (15 U.S.C. 1511) is amended
by striking ‘‘(d) Patent and Trademark Office;’’ and redesignating subsections
(a) through (g) as paragraphs (1) through (6), respectively.

(6) The Act of April 12, 1892 (27 Stat. 395; 20 U.S.C. 91) is amended by strik-
ing ‘‘Patent Office’’ and inserting ‘‘United States Patent and Trademark Office’’.

(7) Sections 505(m) and 512(o) of the Federal Food, Drug, and Cosmetic Act
(21 U.S.C. 355(m) and 360b(o)) are each amended by striking ‘‘Patent and
Trademark Office of the Department of Commerce’’ and inserting ‘‘United
States Patent and Trademark Office’’.

(8) Section 105(e) of the Federal Alcohol Administration Act (27 U.S.C. 205(e))
is amended by striking ‘‘United States Patent Office’’ and inserting ‘‘United
States Patent and Trademark Office’’.

(9) Section 1744 of title 28, United States Code is amended—
(A) by striking ‘‘Patent Office’’ each place it appears in the text and sec-

tion heading and inserting ‘‘United States Patent and Trademark Office’’;
and

(B) by striking ‘‘Commissioner of Patents’’ and inserting ‘‘Commissioner
of Patents and Trademarks’’.

(10) Section 1745 of title 28, United States Code, is amended by striking
‘‘United States Patent Office’’ and inserting ‘‘United States Patent and Trade-
mark Office’’.

(11) Section 1928 of title 28, United States Code, is amended by striking ‘‘Pat-
ent Office’’ and inserting ‘‘United States Patent and Trademark Office’’.

(12) Section 160 of the Atomic Energy Act of 1954 (42 U.S.C. 2190) is amend-
ed—

(A) by striking ‘‘United States Patent Office’’ and inserting ‘‘United States
Patent and Trademark Office’’; and

(B) by striking ‘‘Commissioner of Patents’’ and inserting ‘‘Commissioner
of Patents and Trademarks’’.

(13) Section 305(c) of the National Aeronautics and Space Act of 1958 (42
U.S.C. 2457(c)) is amended by striking ‘‘Commissioner of Patents’’ and inserting
‘‘Commissioner of Patents and Trademarks’’.

(14) Section 12(a) of the Solar Heating and Cooling Demonstration Act of
1974 (42 U.S.C. 5510(a)) is amended by striking ‘‘Commissioner of the Patent
Office’’ and inserting ‘‘Commissioner of Patents and Trademarks’’.

(15) Section 1111 of title 44, United States Code, is amended by striking ‘‘the
Commissioner of Patents,’’.

(16) Section 1114 of title 44, United States Code, is amended by striking ‘‘the
Commissioner of Patents,’’.

(17) Section 1123 of title 44, United States Code, is amended by striking ‘‘the
Patent Office,’’.

(18) Sections 1337 and 1338 of title 44, United States Code, and the items
relating to those sections in the table of contents for chapter 13 of such title,
are repealed.

(19) Section 10(i) of the Trading With the Enemy Act (50 U.S.C. App. 10(i))
is amended by striking ‘‘Commissioner of Patents’’ and inserting ‘‘Commissioner
of Patents and Trademarks’’.

(20) Section 8G(a)(2) of the Inspector General Act of 1978 (5 U.S.C. App.) is
amended by inserting ‘‘the United States Patent and Trademark Office,’’ after
‘‘the United States International Trade Commission,’’.

Subtitle C—Miscellaneous Provisions

SEC. 141. REFERENCES.

Any reference in any other Federal law, Executive order, rule, regulation, or dele-
gation of authority, or any document of or pertaining to a department or office from
which a function is transferred by this title—
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(1) to the head of such department or office is deemed to refer to the head
of the department or office to which such function is transferred; or

(2) to such department or office is deemed to refer to the department or office
to which such function is transferred.

SEC. 142. EXERCISE OF AUTHORITIES.

Except as otherwise provided by law, a Federal official to whom a function is
transferred by this title may, for purposes of performing the function, exercise all
authorities under any other provision of law that were available with respect to the
performance of that function to the official responsible for the performance of the
function immediately before the effective date of the transfer of the function under
this title.
SEC. 143. SAVINGS PROVISIONS.

(a) LEGAL DOCUMENTS.—All orders, determinations, rules, regulations, permits,
grants, loans, contracts, agreements, certificates, licenses, and privileges—

(1) that have been issued, made, granted, or allowed to become effective by
the President, the Secretary of Commerce, any officer or employee of any office
transferred by this title, or any other Government official, or by a court of com-
petent jurisdiction, in the performance of any function that is transferred by
this title, and

(2) that are in effect on the effective date of such transfer (or become effective
after such date pursuant to their terms as in effect on such effective date),

shall continue in effect according to their terms until modified, terminated, super-
seded, set aside, or revoked in accordance with law by the President, any other au-
thorized official, a court of competent jurisdiction, or operation of law.

(b) PROCEEDINGS.—This title shall not affect any proceedings or any application
for any benefits, service, license, permit, certificate, or financial assistance pending
on the effective date of this title before an office transferred by this title, but such
proceedings and applications shall be continued. Orders shall be issued in such pro-
ceedings, appeals shall be taken therefrom, and payments shall be made pursuant
to such orders, as if this title had not been enacted, and orders issued in any such
proceeding shall continue in effect until modified, terminated, superseded, or re-
voked by a duly authorized official, by a court of competent jurisdiction, or by oper-
ation of law. Nothing in this subsection shall be considered to prohibit the dis-
continuance or modification of any such proceeding under the same terms and condi-
tions and to the same extent that such proceeding could have been discontinued or
modified if this title had not been enacted.

(c) SUITS.—This title shall not affect suits commenced before the effective date of
this title, and in all such suits, proceedings shall be had, appeals taken, and judg-
ments rendered in the same manner and with the same effect as if this title had
not been enacted.

(d) NONABATEMENT OF ACTIONS.—No suit, action, or other proceeding commenced
by or against the Department of Commerce or the Secretary of Commerce, or by or
against any individual in the official capacity of such individual as an officer or em-
ployee of an office transferred by this title, shall abate by reason of the enactment
of this title.

(e) CONTINUANCE OF SUITS.—If any Government officer in the official capacity of
such officer is party to a suit with respect to a function of the officer, and under
this title such function is transferred to any other officer or office, then such suit
shall be continued with the other officer or the head of such other office, as applica-
ble, substituted or added as a party.

(f) ADMINISTRATIVE PROCEDURE AND JUDICIAL REVIEW.—Except as otherwise pro-
vided by this title, any statutory requirements relating to notice, hearings, action
upon the record, or administrative or judicial review that apply to any function
transferred by this title shall apply to the exercise of such function by the head of
the Federal agency, and other officers of the agency, to which such function is trans-
ferred by this title.
SEC. 144. TRANSFER OF ASSETS.

Except as otherwise provided in this title, so much of the personnel, property,
records, and unexpended balances of appropriations, allocations, and other funds
employed, used, held, available, or to be made available in connection with a func-
tion transferred to an official or agency by this title shall be available to the official
or the head of that agency, respectively, at such time or times as the Director of
the Office of Management and Budget directs for use in connection with the func-
tions transferred.
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SEC. 145. DELEGATION AND ASSIGNMENT.

Except as otherwise expressly prohibited by law or otherwise provided in this
title, an official to whom functions are transferred under this title (including the
head of any office to which functions are transferred under this title) may delegate
any of the functions so transferred to such officers and employees of the office of
the official as the official may designate, and may authorize successive redelegations
of such functions as may be necessary or appropriate. No delegation of functions
under this section or under any other provision of this title shall relieve the official
to whom a function is transferred under this title of responsibility for the adminis-
tration of the function.
SEC. 146. AUTHORITY OF DIRECTOR OF THE OFFICE OF MANAGEMENT AND BUDGET WITH

RESPECT TO FUNCTIONS TRANSFERRED.

(a) DETERMINATIONS.—If necessary, the Director of the Office of Management and
Budget shall make any determination of the functions that are transferred under
this title.

(b) INCIDENTAL TRANSFERS.—The Director of the Office of Management and Budg-
et, at such time or times as the Director shall provide, may make such determina-
tions as may be necessary with regard to the functions transferred by this title, and
to make such additional incidental dispositions of personnel, assets, liabilities,
grants, contracts, property, records, and unexpended balances of appropriations, au-
thorizations, allocations, and other funds held, used, arising from, available to, or
to be made available in connection with such functions, as may be necessary to
carry out the provisions of this title. The Director shall provide for the termination
of the affairs of all entities terminated by this title and for such further measures
and dispositions as may be necessary to effectuate the purposes of this title.
SEC. 147. CERTAIN VESTING OF FUNCTIONS CONSIDERED TRANSFERS.

For purposes of this title, the vesting of a function in a department or office pur-
suant to reestablishment of an office shall be considered to be the transfer of the
function.
SEC. 148. AVAILABILITY OF EXISTING FUNDS.

Existing appropriations and funds available for the performance of functions, pro-
grams, and activities terminated pursuant to this title shall remain available, for
the duration of their period of availability, for necessary expenses in connection with
the termination and resolution of such functions, programs, and activities.
SEC. 149. DEFINITIONS.

For purposes of this title—
(1) the term ‘‘function’’ includes any duty, obligation, power, authority, re-

sponsibility, right, privilege, activity, or program; and
(2) the term ‘‘office’’ includes any office, administration, agency, bureau, insti-

tute, council, unit, organizational entity, or component thereof.

TITLE II—EARLY PUBLICATION OF PATENT
APPLICATIONS

SEC. 201. SHORT TITLE.

This title may be cited as the ‘‘Patent Application Publication Act of 1996’’.
SEC. 202. EARLY PUBLICATION.

Section 122 of title 35, United States Code, is amended to read as follows:
‘‘§ 122. Confidential status of applications; publication of patent applica-

tions
‘‘(a) CONFIDENTIALITY.—Except as provided in subsection (b), applications for pat-

ents shall be kept in confidence by the Patent and Trademark Office and no infor-
mation concerning the same given without authority of the applicant or owner un-
less necessary to carry out the provisions of an Act of Congress or in such special
circumstances as may be determined by the Commissioner.

‘‘(b) PUBLICATION.—
‘‘(1) IN GENERAL.—(A) Subject to paragraph (2), each application for patent,

except applications for design patents filed under chapter 16 of this title and
provisional applications filed under section 111(b) of this title, shall be pub-
lished, in accordance with procedures determined by the Commissioner, as soon
as possible after the expiration of a period of 18 months from the earliest filing
date for which a benefit is sought under this title. At the request of the appli-
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cant, an application may be published earlier than the end of such 18-month
period.

‘‘(B) No information concerning published patent applications shall be made
available to the public except as the Commissioner determines.

‘‘(C) Notwithstanding any other provision of law, a determination by the Com-
missioner to release or not to release information concerning a published patent
application shall be final and nonreviewable.

‘‘(2) EXCEPTIONS.—(A) An application that is no longer pending shall not be
published.

‘‘(B) An application that is subject to a secrecy order pursuant to section 181
of this title shall not be published.

‘‘(C)(i) Upon the request of the applicant at the time of filing, the application
shall not be published in accordance with paragraph (1) until 3 months after
the Commissioner makes a notification to the applicant under section 132 of
this title.

‘‘(ii) Applications filed pursuant to section 363 of this title, applications assert-
ing priority under section 119 or 365(a) of this title, and applications asserting
the benefit of an earlier application under section 120, 121, or 365(c) of this title
shall not be eligible for a request pursuant to this subparagraph.

‘‘(iii) In a request under this subparagraph, the applicant shall certify that
the invention disclosed in the application was not and will not be the subject
of an application filed in a foreign country.

‘‘(iv) A request under this subparagraph shall only be available to an appli-
cant who has been accorded the status of independent inventor under section
41(h) of this title.

‘‘(v) The Commissioner may establish appropriate procedures and fees for
making a request under this subparagraph.

‘‘(c) PRE-ISSUANCE OPPOSITION.—The provisions of this section shall not operate
to create any new opportunity for pre-issuance opposition. The Commissioner may
establish appropriate procedures to ensure that this section does not create any new
opportunity for pre-issuance opposition.’’.
SEC. 203. TIME FOR CLAIMING BENEFIT OF EARLIER FILING DATE.

(a) IN A FOREIGN COUNTRY.—Section 119(b) of title 35, United States Code, is
amended to read as follows:

‘‘(b)(1) No application for patent shall be entitled to this right of priority unless
a claim, identifying the foreign application by specifying its application number,
country, and the day, month, and year of its filing, is filed in the Patent and Trade-
mark Office at such time during the pendency of the application as required by the
Commissioner.

‘‘(2) The Commissioner may consider the failure of the applicant to file a timely
claim for priority as a waiver of any such claim, and may require the payment of
a surcharge as a condition of accepting an untimely claim during the pendency of
the application.

‘‘(3) The Commissioner may require a certified copy of the original foreign applica-
tion, specification, and drawings upon which it is based, a translation if not in the
English language, and such other information as the Commissioner considers nec-
essary. Any such certification shall be made by the patent office of the foreign coun-
try in which the foreign application was filed and show the date of the application
and of the filing of the specification and other papers.’’.

(b) IN THE UNITED STATES.—Section 120 of title 35, United States Code, is amend-
ed by adding at the end the following: ‘‘The Commissioner may determine the time
period during the pendency of the application within which an amendment contain-
ing the specific reference to the earlier filed application is submitted. The Commis-
sioner may consider the failure to submit such an amendment within that time pe-
riod as a waiver of any benefit under this section. The Commissioner may establish
procedures, including the payment of a surcharge, to accept unavoidably late sub-
missions of amendments under this section.’’.
SEC. 204. PROVISIONAL RIGHTS.

Section 154 of title 35, United States Code, is amended—
(1) in the section caption by inserting ‘‘; provisional rights’’ after ‘‘patent’’;

and
(2) by adding at the end the following new subsection:

‘‘(d) PROVISIONAL RIGHTS.—
‘‘(1) IN GENERAL.—In addition to other rights provided by this section, a pat-

ent shall include the right to obtain a reasonable royalty from any person who,
during the period beginning on the date of publication of the application for
such patent pursuant to section 122(b) of this title, or in the case of an inter-
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national application designating the United States, the date of international
publication of the application, and ending on the date the patent is issued—

‘‘(A)(i) makes, uses, offers for sale, or sells in the United States the inven-
tion as claimed in the published patent application or imports such an in-
vention into the United States; or

‘‘(ii) if the invention as claimed in the published patent application is a
process, uses, offers for sale, or sells in the United States or imports into
the United States products made by that process as claimed in the pub-
lished patent application; and

‘‘(B) had actual notice of the published patent application and where the
right arising under this paragraph is based upon an international applica-
tion designating the United States that is published in a language other
than English, a translation of the international application into the English
language.

‘‘(2) RIGHT BASED ON SUBSTANTIALLY IDENTICAL INVENTIONS.—The right under
paragraph (1) to obtain a reasonable royalty shall not be available under this
subsection unless the invention as claimed in the patent is substantially iden-
tical to the invention as claimed in the published patent application.

‘‘(3) TIME LIMITATION ON OBTAINING A REASONABLE ROYALTY.—The right under
paragraph (1) to obtain a reasonable royalty shall be available only in an action
brought not later than 6 years after the patent is issued. The right under para-
graph (1) to obtain a reasonable royalty shall not be affected by the duration
of the period described in paragraph (1).

‘‘(4) REQUIREMENTS FOR INTERNATIONAL APPLICATIONS.—The right under para-
graph (1) to obtain a reasonable royalty based upon the publication under the
treaty of an international application designating the United States shall com-
mence from the date that the Patent and Trademark Office receives a copy of
the publication under the treaty of the international application, or, if the publi-
cation under the treaty of the international application is in a language other
than English, from the date that the Patent and Trademark Office receives a
translation of the international application in the English language. The Com-
missioner may require the applicant to provide a copy of the international publi-
cation of the international application and a translation thereof.’’.

SEC. 205. PRIOR ART EFFECT OF PUBLISHED APPLICATIONS.

Section 102(e) of title 35, United States Code, is amended to read as follows:
‘‘(e) the invention was described in—

‘‘(1) an application for patent, published pursuant to section 122(b) of this
title, by another filed in the United States before the invention by the applicant
for patent, except that an international application filed under the treaty de-
fined in section 351(a) of this title shall have the effect under this subsection
of a national application published under section 122(b) of this title only if the
international application designating the United States was published under
Article 21(2)(a) of such treaty in the English language, or

‘‘(2) a patent granted on an application for patent by another filed in the
United States before the invention by the applicant for patent, except that a
patent granted on an international application filed under the treaty defined in
section 351(a) of this title shall have the effect under this subsection of a patent
granted on a national application only if the international application was pub-
lished under Article 21(2)(a) of such treaty in the English language, or’’.

SEC. 206. COST RECOVERY FOR PUBLICATION.

The Commissioner shall recover the cost of early publication required by the
amendment made by section 202 by adjusting the filing, issue, and maintenance
fees under title 35, United States Code, by charging a separate publication fee, or
by any combination of these methods.
SEC. 207. CONFORMING CHANGES.

The following provisions of title 35, United States Code, are amended:
(1) Section 11 is amended in paragraph 1 of subsection (a) by inserting ‘‘and

published applications for patents’’ after ‘‘Patents’’.
(2) Section 12 is amended—

(A) in the section caption by inserting ‘‘and applications’’ after ‘‘pat-
ents’’; and

(B) by inserting ‘‘and published applications for patents’’ after ‘‘patents’’.
(3) Section 13 is amended—

(A) in the section caption by inserting ‘‘and applications’’ after ‘‘pat-
ents’’; and

(B) by inserting ‘‘and published applications for patents’’ after ‘‘patents’’.
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(4) The items relating to sections 12 and 13 in the table of sections for chapter
1 are each amended by inserting ‘‘and applications’’ after ‘‘patents’’.

(5) The item relating to section 122 in the table of sections for chapter 11 is
amended by inserting ‘‘; publication of patent applications’’ after ‘‘applications’’.

(6) The item relating to section 154 in the table of sections for chapter 14 is
amended by inserting ‘‘; provisional rights’’ after ‘‘patent’’.

(7) Section 181 is amended—
(A) in the first paragraph—

(i) by inserting ‘‘by the publication of an application or’’ after ‘‘disclo-
sure’’; and

(ii) by inserting ‘‘the publication of the application or’’ after ‘‘with-
hold’’;

(B) in the second paragraph by inserting ‘‘by the publication of an appli-
cation or’’ after ‘‘disclosure of an invention’’;

(C) in the third paragraph—
(i) by inserting ‘‘by the publication of the application or’’ after ‘‘disclo-

sure of the invention’’; and
(ii) by inserting ‘‘the publication of the application or’’ after ‘‘with-

hold’’; and
(D) in the fourth paragraph by inserting ‘‘the publication of an application

or’’ after ‘‘and’’ in the first sentence.
(8) Section 252 is amended in the first paragraph by inserting ‘‘substantially’’

before ‘‘identical’’ each place it appears.
(9) Section 284 is amended by adding at the end of the second paragraph the

following: ‘‘Increased damages under this paragraph shall not apply to provi-
sional rights under section 154(d) of this title.’’.

(10) Section 374 is amended to read as follows:
‘‘§ 374. Publication of international application: Effect

‘‘The publication under the treaty, defined in section 351(a) of this title, of an
international application designating the United States shall confer the same rights
and shall have the same effect under this title as an application for patent pub-
lished under section 122(b), except as provided in sections 102(e) and 154(d) of this
title.’’.
SEC. 208. PATENT TERM EXTENSION AUTHORITY.

Section 154(b) of title 35, United States Code, is amended to read as follows:
‘‘(b) TERM EXTENSION.—

‘‘(1) BASIS FOR PATENT TERM EXTENSION.—
‘‘(A) DELAY.—Subject to the limitations set forth in paragraph (2), if the

issue of an original patent is delayed due to—
‘‘(i) a proceeding under section 135(a) of this title,
‘‘(ii) the imposition of an order pursuant to section 181 of this title,
‘‘(iii) appellate review by the Board of Patent Appeals and Inter-

ferences or by a Federal court where the patent was issued pursuant
to a decision in the review reversing an adverse determination of pat-
entability, or

‘‘(iv) an unusual administrative delay by the Patent and Trademark
Office in issuing the patent,

the term of the patent shall be extended for the period of delay.
‘‘(B) ADMINISTRATIVE DELAY.—For purposes of subparagraph (A)(iv), an

unusual administrative delay by the Patent and Trademark office is the
failure to—

‘‘(i) make a notification of the rejection of any claim for a patent or
any objection or argument under section 132 of this title or give or mail
a written notice of allowance under section 151 of this title not later
than 14 months after the date on which the application was filed;

‘‘(ii) respond to a reply under section 132 of this title or to an appeal
taken under section 134 of this title not later than 4 months after the
date on which the reply was filed or the appeal was taken;

‘‘(iii) act on an application not later than 4 months after the date of
a decision by the Board of Patent Appeals and Interferences under sec-
tion 134 or 135 of this title or a decision by a Federal court under sec-
tion 141, 145, or 146 of this title where allowable claims remain in an
application; or

‘‘(iv) issue a patent not later than 4 months after the date on which
the issue fee was paid under section 151 of this title and all outstand-
ing requirements were satisfied.
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‘‘(2) LIMITATIONS.—(A) The total duration of any extensions granted pursuant
to either clause (iii) or (iv) of paragraph (1)(A) or both such clauses shall not
exceed 10 years. To the extent that periods of delay attributable to grounds
specified in paragraph (1) overlap, the period of any extension granted under
this subsection shall not exceed the actual number of days the issuance of the
patent was delayed.

‘‘(B) The period of extension of the term of a patent under this subsection
shall be reduced by a period equal to the time in which the applicant failed to
engage in reasonable efforts to conclude prosecution of the application. The
Commissioner shall prescribe regulations establishing the circumstances that
constitute a failure of an applicant to engage in reasonable efforts to conclude
processing or examination of an application.

‘‘(C) No patent the term of which has been disclaimed beyond a specified date
may be extended under this section beyond the expiration date specified in the
disclaimer.

‘‘(3) PROCEDURES.—The Commissioner shall prescribe regulations establishing
procedures for the notification of patent term extensions under this subsection
and procedures for contesting patent term extensions under this subsection.’’.

SEC. 209. EXAMINING PROCEDURE IMPROVEMENTS; FURTHER LIMITED REEXAMINATION OF
PATENT APPLICATIONS.

The Commissioner of Patents and Trademarks shall prescribe regulations to pro-
vide for the further limited reexamination of applications for patent. The Commis-
sioner may establish appropriate fees for such further limited reexamination and
shall be authorized to provide a 50 percent reduction on such fees for small entities
that qualify for reduced fees under section 41(h)(1) of title 35, United States Code.
SEC. 210. LAST DAY OF PENDENCY OF PROVISIONAL APPLICATION.

Section 119(e) of title 35, United States Code, is amended by adding at the end
the following:

‘‘(3) If the day that is 12 months after the filing date of a provisional application
falls on a Saturday, Sunday, or legal holiday as defined in rule 6(a) of the Federal
Rules of Civil Procedure, the period of pendency of the provisional application shall
be extended to the next succeeding business day.’’.
SEC. 211. REPORTING REQUIREMENT.

The Commissioner of Patents and Trademarks shall report to the Congress not
later than April 1, 2000, and not later than April 1 of each year thereafter, regard-
ing the impact of publication on the patent applications filed by an applicant who
has been accorded the status of independent inventor under section 41(h) of title 35,
United States Code. The report shall include information concerning the frequency
and number of initial and continuing patent applications, pendency, interferences,
reexaminations, rejection, abandonment rates, fees, other expenses, and other rel-
evant information related to the prosecution of patent applications.
SEC. 212. EFFECTIVE DATE.

(a) SECTIONS 202 THROUGH 207.—Sections 202 through 207, and the amendments
made by such sections, shall take effect on April 1, 1997, and shall apply to all ap-
plications filed under section 111 of title 35, United States Code, on or after that
date, and all international applications designating the United States that are filed
on or after that date.

(b) SECTIONS 208 THROUGH 210.—The amendments made by sections 208 through
210 shall take effect on the date of the enactment of this Act and, except for a de-
sign patent application filed under chapter 16 of title 35, United States Code, shall
apply to any application filed on or after June 8, 1995.

TITLE III—PRIOR DOMESTIC COMMERCIAL
USE

SEC. 301. SHORT TITLE.

This title may be cited as the ‘‘Prior Domestic Commercial Use Act of 1996’’.
SEC. 302. DEFENSE TO PATENT INFRINGEMENT BASED ON PRIOR DOMESTIC COMMERCIAL

USE.

(a) DEFENSE.—Chapter 28 of title 35, United States Code, is amended by adding
at the end the following new section:
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‘‘§ 273. Prior domestic commercial use; defense to infringement
‘‘(a) DEFINITIONS.—For purposes of this section—

‘‘(1) the terms ‘commercially used’, ‘commercially use’, and ‘commercial use’
mean the use in the United States in commerce or the use in the design, test-
ing, or production in the United States of a product or service which is used
in commerce, whether or not the subject matter at issue is accessible to or oth-
erwise known to the public;

‘‘(2) the terms ‘used in commerce’, and ‘use in commerce’ mean that there has
been an actual sale or other commercial transfer of the subject matter at issue
or that there has been an actual sale or other commercial transfer of a product
or service resulting from the use of the subject matter at issue; and

‘‘(3) the ‘effective filing date’ of a patent is the earlier of the actual filing date
of the application for the patent or the filing date of any earlier United States,
foreign, or international application to which the subject matter at issue is enti-
tled under section 119, 120, or 365 of this title.

‘‘(b) DEFENSE TO INFRINGEMENT.—(1) A person shall not be liable as an infringer
under section 271 of this title with respect to any subject matter that would other-
wise infringe one or more claims in the patent being asserted against such person,
if such person had, acting in good faith, commercially used the subject matter before
the effective filing date of such patent.

‘‘(2) The sale or other disposition of the subject matter of a patent by a person
entitled to assert a defense under this section with respect to that subject matter
shall exhaust the patent owner’s rights under the patent to the extent such rights
would have been exhausted had such sale or other disposition been made by the pat-
ent owner.

‘‘(c) LIMITATIONS AND QUALIFICATIONS OF DEFENSE.—The defense to infringement
under this section is subject to the following:

‘‘(1) DERIVATION.—A person may not assert the defense under this section if
the subject matter on which the defense is based was derived from the patentee
or persons in privity with the patentee.

‘‘(2) NOT A GENERAL LICENSE.—The defense asserted by a person under this
section is not a general license under all claims of the patent at issue, but ex-
tends only to the subject matter claimed in the patent with respect to which
the person can assert a defense under this chapter, except that the defense
shall also extend to variations in the quantity or volume of use of the claimed
subject matter, and to improvements in the claimed subject matter that do not
infringe additional specifically claimed subject matter of the patent.

‘‘(3) EFFECTIVE AND SERIOUS PREPARATION.—With respect to subject matter
that cannot be commercialized without a significant investment of time, money,
and effort, a person shall be deemed to have commercially used the subject mat-
ter if—

‘‘(A) before the effective filing date of the patent, the person reduced the
subject matter to practice in the United States, completed a significant por-
tion of the total investment necessary to commercially use the subject mat-
ter, and made a commercial transaction in the United States in connection
with the preparation to use the subject matter; and

‘‘(B) thereafter the person diligently completed the remainder of the ac-
tivities and investments necessary to commercially use the subject matter,
and promptly began commercial use of the subject matter, even if such ac-
tivities were conducted after the effective filing date of the patent.

‘‘(4) BURDEN OF PROOF.—A person asserting the defense under this section
shall have the burden of establishing the defense.

‘‘(5) ABANDONMENT OF USE.—A person who has abandoned commercial use of
subject matter may not rely on activities performed before the date of such
abandonment in establishing a defense under subsection (b) with respect to ac-
tions taken after the date of such abandonment.

‘‘(6) PERSONAL DEFENSE.—The defense under this section may only be as-
serted by the person who performed the acts necessary to establish the defense
and, except for any transfer to the patent owner, the right to assert the defense
shall not be licensed or assigned or transferred to another person except in con-
nection with the good faith assignment or transfer of the entire enterprise or
line of business to which the defense relates.

‘‘(7) ONE-YEAR LIMITATION.—A person may not assert a defense under this
section unless the subject matter on which the defense is based had been com-
mercially used or reduced to practice more than one year prior to the effective
filing date of the patent by the person asserting the defense or someone in priv-
ity with that person.
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‘‘(d) UNSUCCESSFUL ASSERTION OF DEFENSE.—If the defense under this section is
pleaded by a person who is found to infringe the patent and who subsequently fails
to demonstrate a reasonable basis for asserting the defense, the court shall find the
case exceptional for the purpose of awarding attorney’s fees under section 285 of
this title.

‘‘(e) INVALIDITY.—A patent shall not be deemed to be invalid under section 102
or 103 of this title solely because a defense is established under this section.’’.

(b) CONFORMING AMENDMENT.—The table of sections at the beginning of chapter
28 of title 35, United States Code, is amended by adding at the end the following
new item:
‘‘273. Prior domestic commercial use; defense to infringement.’’.

SEC. 303. EFFECTIVE DATE AND APPLICABILITY.

This title and the amendments made by this title shall take effect on the date
of the enactment of this Act, but shall not apply to any action for infringement that
is pending on such date of enactment or with respect to any subject matter for
which an adjudication of infringement, including a consent judgment, has been
made before such date of enactment.

TITLE IV—INVENTOR PROTECTION

SEC. 401. SHORT TITLE.

This title may be cited as the ‘‘Inventor Protection Act of 1996’’.
SEC. 402. INVENTION DEVELOPMENT SERVICES.

Part I of title 35, United States Code, is amended by adding after chapter 4 the
following new chapter:

‘‘CHAPTER 5—INVENTION DEVELOPMENT SERVICES

‘‘Sec.
‘‘51. Definitions.
‘‘52. Contracting requirements.
‘‘53. Standard provisions for cover notice.
‘‘54. Reports to customer required.
‘‘55. Mandatory contract terms.
‘‘56. Remedies.
‘‘57. Records of complaints.
‘‘58. Fraudulent representation by an invention developer.
‘‘59. Rule of construction.

‘‘§ 51. Definitions
‘‘For purposes of this chapter—

‘‘(1) the term ‘contract for invention development services’ means a contract
by which an invention developer undertakes invention development services for
a customer;

‘‘(2) the term ‘customer’ means any person, firm, partnership, corporation, or
other entity who is solicited by, seeks the services of, or enters into a contract
with an invention promoter for invention promotion services;

‘‘(3) the term ‘invention promoter’ means any person, firm, partnership, cor-
poration, or other entity who offers to perform or performs for, or on behalf of,
a customer any act described under paragraph (4), but does not include—

‘‘(A) any department or agency of the Federal Government or of a State
or local government;

‘‘(B) any nonprofit, charitable, scientific, or educational organization,
qualified under applicable State law or described under section 170(b)(1)(A)
of the Internal Revenue Code of 1986; or

‘‘(C) any person duly registered and in good standing before the Patent
and Trademark Office acting within the scope of that person’s registration
to practice before the Patent and Trademark Office; and

‘‘(4) the term ‘invention development services’ means, with respect to an in-
vention by a customer, any act involved in—

‘‘(A) evaluating the invention to determine its protectability as some form
of intellectual property, other than evaluation by a person licensed by a
State to practice law who is acting solely within the scope of that person’s
professional license;

‘‘(B) evaluating the invention to determine its commercial potential by
any person for purposes other than providing venture capital; or
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‘‘(C) marketing, brokering, licensing, selling, or promoting the invention
or a product or service in which the invention is incorporated or used, ex-
cept that the display only of an invention at a trade show or exhibit shall
not be considered to be invention development services.

‘‘§ 52. Contracting requirements
‘‘(a) IN GENERAL.—(1) Every contract for invention development services shall be

in writing and shall be subject to the provisions of this chapter. A copy of the signed
written contract shall be given to the customer at the time the customer enters into
the contract.

‘‘(2) If a contract is entered into for the benefit of a third party, such party shall
be considered a customer for purposes of this chapter.

‘‘(b) REQUIREMENTS OF INVENTION DEVELOPER.—The invention developer shall—
‘‘(1) state in a written document, at the time a customer enters into a contract

for invention development services, whether the usual business practice of the
invention developer is to—

‘‘(A) seek more than 1 contract in connection with an invention; or
‘‘(B) seek to perform services in connection with an invention in 1 or more

phases, with the performance of each phase covered in 1 or more subse-
quent contracts; and

‘‘(2) supply to the customer a copy of the written document together with a
written summary of the usual business practices of the invention developer, in-
cluding—

‘‘(A) the usual business terms of contracts; and
‘‘(B) the approximate amount of the usual fees or other consideration that

may be required from the customer for each of the services provided by the
developer.

‘‘(c) RIGHT OF CUSTOMER TO CANCEL CONTRACT.—(1) Notwithstanding any con-
tractual provision to the contrary, a customer shall have the right to terminate a
contract for invention development services by sending a written letter to the inven-
tion developer stating the customer’s intent to cancel the contract. The letter of ter-
mination must be deposited with the United States Postal Service on or before 5
business days after the date upon which the customer or the invention developer
executes the contract, whichever is later.

‘‘(2) Delivery of a promissory note, check, bill of exchange, or negotiable instru-
ment of any kind to the invention developer or to a third party for the benefit of
the invention developer, without regard to the date or dates appearing in such in-
strument, shall be deemed payment received by the invention developer on the date
received for purposes of this section.
‘‘§ 53. Standard provisions for cover notice

‘‘(a) CONTENTS.—Every contract for invention development services shall have a
conspicuous and legible cover sheet attached with the following notice imprinted in
boldface type of not less than 12-point size:

‘‘ ‘YOU HAVE THE RIGHT TO TERMINATE THIS CONTRACT. TO TERMI-
NATE THIS CONTRACT, YOU MUST SEND A WRITTEN LETTER TO THE
COMPANY STATING YOUR INTENT TO CANCEL THIS CONTRACT. THE
LETTER OF TERMINATION MUST BE DEPOSITED WITH THE UNITED
STATES POSTAL SERVICE ON OR BEFORE FIVE (5) BUSINESS DAYS
AFTER THE DATE ON WHICH YOU OR THE COMPANY EXECUTE THE
CONTRACT, WHICHEVER IS LATER.

‘‘ ‘THE TOTAL NUMBER OF INVENTIONS EVALUATED BY THE INVEN-
TION DEVELOPER FOR COMMERCIAL POTENTIAL IN THE PAST FIVE (5)
YEARS IS lllll. OF THAT NUMBER, lllll RECEIVED POSITIVE
EVALUATIONS AND lllll RECEIVED NEGATIVE EVALUATIONS.

‘‘ ‘IF YOU ASSIGN EVEN A PARTIAL INTEREST IN THE INVENTION TO
THE INVENTION DEVELOPER, THE INVENTION DEVELOPER MAY HAVE
THE RIGHT TO SELL OR DISPOSE OF THE INVENTION WITHOUT YOUR
CONSENT AND MAY NOT HAVE TO SHARE THE PROFITS WITH YOU.

‘‘ ‘THE TOTAL NUMBER OF CUSTOMERS WHO HAVE CONTRACTED
WITH THE INVENTION DEVELOPER IN THE PAST FIVE (5) YEARS IS
lllll. THE TOTAL NUMBER OF CUSTOMERS KNOWN BY THIS IN-
VENTION DEVELOPER TO HAVE RECEIVED, BY VIRTUE OF THIS IN-
VENTION DEVELOPER’S PERFORMANCE, AN AMOUNT OF MONEY IN
EXCESS OF THE AMOUNT PAID BY THE CUSTOMER TO THIS INVEN-
TION DEVELOPER IS lllllll.

‘‘ ‘THE OFFICERS OF THIS INVENTION DEVELOPER HAVE COLLEC-
TIVELY OR INDIVIDUALLY BEEN AFFILIATED IN THE LAST TEN (10)
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YEARS WITH THE FOLLOWING INVENTION DEVELOPMENT COMPA-
NIES: (LIST THE NAMES AND ADDRESSES OF ALL PREVIOUS INVEN-
TION DEVELOPMENT COMPANIES WITH WHICH THE PRINCIPAL OFFI-
CERS HAVE BEEN AFFILIATED AS OWNERS, AGENTS, OR EMPLOYEES).
YOU ARE ENCOURAGED TO CHECK WITH THE UNITED STATES PAT-
ENT AND TRADEMARK OFFICE, THE FEDERAL TRADE COMMISSION,
YOUR STATE ATTORNEY GENERAL’S OFFICE, AND THE BETTER BUSI-
NESS BUREAU FOR ANY COMPLAINTS FILED AGAINST ANY OF THESE
COMPANIES.

‘‘ ‘YOU ARE ENCOURAGED TO CONSULT WITH AN ATTORNEY OF
YOUR OWN CHOOSING BEFORE SIGNING THIS CONTRACT. BY PRO-
CEEDING WITHOUT THE ADVICE OF AN ATTORNEY REGISTERED TO
PRACTICE BEFORE THE PATENT AND TRADEMARK OFFICE, YOU
COULD LOSE ANY RIGHTS YOU MIGHT HAVE IN YOUR IDEA OR INVEN-
TION.’.

‘‘(b) OTHER REQUIREMENTS FOR COVER NOTICE.—The cover notice shall contain
the items required under subsection (a) and the name, primary office address, and
local office address of the invention developer, and may contain no other matter.

‘‘(c) DISCLOSURE OF CERTAIN CUSTOMERS NOT REQUIRED.—The requirement in the
notice set forth in subsection (a) to include the ‘TOTAL NUMBER OF CUSTOMERS
WHO HAVE CONTRACTED WITH THE INVENTION DEVELOPER IN THE
PAST FIVE (5) YEARS’ need not include information with respect to customers who
have purchased trade show services, research, advertising, or other nonmarketing
services from the invention developer, nor with respect to customers who have de-
faulted in their payments to the invention developer.
‘‘§ 54. Reports to customer required

‘‘With respect to every contract for invention development services, the invention
developer shall deliver to the customer at the address specified in the contract, at
least once every 3 months throughout the term of the contract, a written report that
identifies the contract and includes—

‘‘(1) a full, clear, and concise description of the services performed to the date
of the report and of the services yet to be performed and names of all persons
who it is known will perform the services; and

‘‘(2) the name and address of each person, firm, corporation, or other entity
to whom the subject matter of the contract has been disclosed, the reason for
each such disclosure, the nature of the disclosure, and complete and accurate
summaries of all responses received as a result of those disclosures.

‘‘§ 55. Mandatory contract terms
‘‘(a) MANDATORY TERMS.—Each contract for invention development services shall

include in boldface type of not less than 12-point size—
‘‘(1) the terms and conditions of payment and contract termination rights re-

quired under section 52;
‘‘(2) a statement that the customer may avoid entering into the contract by

not making a payment to the invention developer;
‘‘(3) a full, clear, and concise description of the specific acts or services that

the invention developer undertakes to perform for the customer;
‘‘(4) a statement as to whether the invention developer undertakes to con-

struct, sell, or distribute one or more prototypes, models, or devices embodying
the invention of the customer;

‘‘(5) the full name and principal place of business of the invention developer
and the name and principal place of business of any parent, subsidiary, agent,
independent contractor, and any affiliated company or person who it is known
will perform any of the services or acts that the invention developer undertakes
to perform for the customer;

‘‘(6) if any oral or written representation of estimated or projected customer
earnings is given by the invention developer (or any agent, employee, officer,
director, partner, or independent contractor of such invention developer), a
statement of that estimation or projection and a description of the data upon
which such representation is based;

‘‘(7) the name and address of the custodian of all records and correspondence
relating to the contracted for invention development services, and a statement
that the invention developer is required to maintain all records and correspond-
ence relating to performance of the invention development services for such cus-
tomer for a period of not less than 2 years after expiration of the term of such
contract; and
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‘‘(8) a statement setting forth a time schedule for performance of the inven-
tion development services, including an estimated date in which such perform-
ance is expected to be completed.

‘‘(b) INVENTION DEVELOPER AS FIDUCIARY.—To the extent that the description of
the specific acts or services affords discretion to the invention developer with respect
to what specific acts or services shall be performed, the invention developer shall
be deemed a fiduciary.

‘‘(c) AVAILABILITY OF INFORMATION.—Records and correspondence described under
subsection (a)(7) shall be made available after 7 days written notice to the customer
or the representative of the customer to review and copy at a reasonable cost on
the invention developer’s premises during normal business hours.
‘‘§ 56. Remedies

‘‘(a) IN GENERAL.—(1) Any contract for invention development services that does
not comply with the applicable provisions of this chapter shall be voidable at the
option of the customer.

‘‘(2) Any contract for invention development services entered into in reliance upon
any material false, fraudulent, or misleading information, representation, notice, or
advertisement of the invention developer (or any agent, employee, officer, director,
partner, or independent contractor of such invention developer) shall be voidable at
the option of the customer.

‘‘(3) Any waiver by the customer of any provision of this chapter shall be deemed
contrary to public policy and shall be void and unenforceable.

‘‘(4) Any contract for invention development services which provides for filing for
and obtaining utility, design, or plant patent protection shall be voidable at the op-
tion of the customer unless the invention developer offers to perform or performs
such act through a registered patent attorney or agent.

‘‘(b) CIVIL ACTION.—(1) Any customer who is injured by a violation of this chapter
by an invention developer or by any material false or fraudulent statement or rep-
resentation, or any omission of material fact, by an invention developer (or any
agent, employee, director, officer, partner, or independent contractor of such inven-
tion developer) or by failure of an invention developer to make all the disclosures
required under this chapter, may recover in a civil action against the invention de-
veloper (or the officers, directors, or partners of such invention developer) in addi-
tion to reasonable costs and attorneys’ fees, the greater of—

‘‘(A) $5,000; or
‘‘(B) the amount of actual damages sustained by the customer.

‘‘(2) Notwithstanding paragraph (1), the court may increase damages to not more
than 3 times the amount awarded.

‘‘(c) REBUTTABLE PRESUMPTION OF INJURY.—For purposes of this section, substan-
tial violation of any provision of this chapter by an invention developer or execution
by the customer of a contract for invention development services in reliance on any
material false or fraudulent statements or representations or omissions of material
fact shall establish a rebuttable presumption of injury.
‘‘§ 57. Records of complaints

‘‘(a) RELEASE OF COMPLAINTS.—The Commissioner shall make all complaints re-
ceived by the Patent and Trademark Office involving invention developers publicly
available, together with any response of the invention developers.

‘‘(b) REQUEST FOR COMPLAINTS.—The Commissioner may request complaints relat-
ing to invention development services from any Federal or State agency and include
such complaints in the records maintained under subsection (a), together with any
response of the invention developers.
‘‘§ 58. Fraudulent representation by an invention developer

‘‘Whoever, in providing invention development services, knowingly provides any
false or misleading statement, representation, or omission of material fact to a cus-
tomer or fails to make all the disclosures required under this chapter, shall be guilty
of a misdemeanor and fined not more than $10,000 for each offense.
‘‘§ 59. Rule of construction

‘‘Except as expressly provided in this chapter, no provision of this chapter shall
be construed to affect any obligation, right, or remedy provided under any other
Federal or State law.’’.
SEC. 403. TECHNICAL AND CONFORMING AMENDMENT.

The table of chapters for part I of title 35, United States Code, is amended by
adding after the item relating to chapter 4 the following:
‘‘5. Invention Development Services ............................................................................................................. 51’’.
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SEC. 404. EFFECTIVE DATE.

This title and the amendments made by this title shall take effect 60 days after
the date of the enactment of this Act.

TITLE V—PATENT REEXAMINATION REFORM

SEC. 501. SHORT TITLE.

This title may be cited as the ‘‘Patent Reexamination Reform Act of 1996’’.
SEC. 502. DEFINITIONS.

Section 100 of title 35, United States Code, is amended by adding at the end the
following new subsection:

‘‘(e) The term ‘third-party requester’ means a person requesting reexamination
under section 302 of this title who is not the patent owner.’’.
SEC. 503. REEXAMINATION PROCEDURES.

(a) REQUEST FOR REEXAMINATION.—Section 302 of title 35, United States Code, is
amended to read as follows:

‘‘§ 302. Request for reexamination
‘‘Any person at any time may file a request for reexamination by the Office of a

patent on the basis of any prior art cited under the provisions of section 301 of this
title or on the basis of the requirements of section 112 of this title except for the
requirement to set forth the best mode of carrying out the invention. The request
must be in writing, must include the identity of the real party in interest, and must
be accompanied by payment of a reexamination fee established by the Commissioner
pursuant to the provisions of section 41 of this title. The request must set forth the
pertinency and manner of applying cited prior art to every claim for which reexam-
ination is requested or the manner in which the patent specification or claims fail
to comply with the requirements of section 112 of this title. Unless the requesting
person is the owner of the patent, the Commissioner promptly shall send a copy of
the request to the owner of record of the patent.’’.

(b) DETERMINATION OF ISSUE BY COMMISSIONER.—Section 303 of title 35, United
States Code, is amended to read as follows:

‘‘§ 303. Determination of issue by Commissioner
‘‘(a) REEXAMINATION.—Not later than 3 months after the filing of a request for re-

examination under the provisions of section 302 of this title, the Commissioner shall
determine whether a substantial new question of patentability affecting any claim
of the patent concerned is raised by the request, with or without consideration of
other patents or printed publications. On the Commissioner’s initiative, at any time,
the Commissioner may determine whether a substantial new question of patentabil-
ity is raised by patents and publications or by the failure of the patent specification
or claims to comply with the requirements of section 112 of this title except for the
best mode requirement described in section 302.

‘‘(b) RECORD.—A record of the Commissioner’s determination under subsection (a)
shall be placed in the official file of the patent, and a copy shall be promptly given
or mailed to the owner of record of the patent and to the third-party requester, if
any.

‘‘(c) FINAL DECISION.—A determination by the Commissioner pursuant to sub-
section (a) shall be final and nonappealable. Upon a determination that no substan-
tial new question of patentability has been raised, the Commissioner may refund
a portion of the reexamination fee required under section 302 of this title.’’.

(c) REEXAMINATION ORDER BY COMMISSIONER.—Section 304 of title 35, United
States Code, is amended to read as follows:

‘‘§ 304. Reexamination order by Commissioner
‘‘If, in a determination made under the provisions of section 303(a) of this title,

the Commissioner finds that a substantial new question of patentability affecting
a claim of a patent is raised, the determination shall include an order for reexam-
ination of the patent for resolution of the question. The order may be accompanied
by the initial action of the Patent and Trademark Office on the merits of the reex-
amination conducted in accordance with section 305 of this title.’’.

(d) CONDUCT OF REEXAMINATION PROCEEDINGS.—Section 305 of title 35, United
States Code, is amended to read as follows:
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‘‘§ 305. Conduct of reexamination proceedings
‘‘(a) IN GENERAL.—Subject to subsection (b), reexamination shall be conducted ac-

cording to the procedures established for initial examination under the provisions
of sections 132 and 133 of this title. In any reexamination proceeding under this
chapter, the patent owner shall be permitted to propose any amendment to the pat-
ent and a new claim or claims, except that no proposed amended or new claim en-
larging the scope of the claims of the patent shall be permitted.

‘‘(b) RESPONSE.—(1) This subsection shall apply to any reexamination proceeding
in which the order for reexamination is based upon a request by a third-party re-
quester.

‘‘(2) With the exception of the reexamination request, any document filed by either
the patent owner or the third-party requester shall be served on the other party.

‘‘(3) If the patent owner files a response to any Patent and Trademark Office ac-
tion on the merits, the third-party requester shall have 1 opportunity to file written
comments within a reasonable period not less than 1 month after the date of service
of the patent owner’s response. Written comments provided under this paragraph
shall be limited to issues covered by the Patent and Trademark Office action or the
patent owner’s response.

‘‘(c) SPECIAL DISPATCH.—Unless otherwise provided by the Commissioner for good
cause, all reexamination proceedings under this section, including any appeal to the
Board of Patent Appeals and Interferences, shall be conducted with special dispatch
within the Office.’’.

(e) APPEAL.—Section 306 of title 35, United States Code, is amended to read as
follows:
‘‘§ 306. Appeal

‘‘(a) PATENT OWNER.—The patent owner involved in a reexamination proceeding
under this chapter—

‘‘(1) may appeal under the provisions of section 134 of this title, and may ap-
peal under the provisions of sections 141 through 144 of this title, with respect
to any decision adverse to the patentability of any original or proposed amended
or new claim of the patent; and

‘‘(2) may be a party to any appeal taken by a third-party requester pursuant
to subsection (b) of this section.

‘‘(b) THIRD-PARTY REQUESTER.—A third-party requester—
‘‘(1) may appeal under the provisions of section 134 of this title, and may ap-

peal under the provisions of sections 141 through 144 of this title, with respect
to any final decision favorable to the patentability of any original or proposed
amended or new claim of the patent; and

‘‘(2) may be a party to any appeal taken by the patent owner, subject to sub-
section (c) of this section.

‘‘(c) PARTICIPATION AS PARTY.—(1) A third-party requester who, under the provi-
sions of sections 141 through 144 of this title, files a notice of appeal or who partici-
pates as a party to an appeal by the patent owner is estopped from asserting at
a later time, in any forum, the invalidity of any claim determined to be patentable
on appeal on any ground which the third-party requester raised or could have raised
during the reexamination proceedings.

‘‘(2) A third-party requester is deemed not to have participated as a party to an
appeal by the patent owner unless, not later than 20 days after the patent owner
has filed notice of appeal, the third-party requester files notice with the Commis-
sioner electing to participate.’’.

(f) REEXAMINATION PROHIBITED.—(1) Chapter 30 of title 35, United States Code,
is amended by adding at the end the following new section:
‘‘§ 308. Reexamination prohibited

‘‘(a) ORDER FOR REEXAMINATION.—Notwithstanding any provision of this chapter,
once an order for reexamination of a patent has been issued under section 304 of
this title, neither the patent owner nor the third-party requester, if any, nor privies
of either, may file a subsequent request for reexamination of the patent until a reex-
amination certificate is issued and published under section 307 of this title, unless
authorized by the Commissioner.

‘‘(b) FINAL DECISION.—Once a final decision has been entered against a party in
a civil action arising in whole or in part under section 1338 of title 28 that the party
has not sustained its burden of proving the invalidity of any patent claim in suit,
then neither that party nor its privies may thereafter request reexamination of any
such patent claim on the basis of issues which that party or its privies raised or
could have raised in such civil action, and a reexamination requested by that party
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or its privies on the basis of such issues may not thereafter be maintained by the
Office, notwithstanding any other provision of this chapter.’’.

(2) The table of sections for chapter 30 of title 35, United States Code, is amended
by adding at the end the following:
‘‘308. Reexamination prohibited.’’.

SEC. 504. CONFORMING AMENDMENTS.

(a) BOARD OF PATENT APPEALS AND INTERFERENCES.—The first sentence of section
6(b) of title 35, United States Code, as amended by section 117 of this Act, is
amended to read as follows: ‘‘The Board of Patent Appeals and Interferences shall,
on written appeal of an applicant, or a patent owner or a third-party requester in
a reexamination proceeding, review adverse decisions of examiners upon applica-
tions for patents and decisions of examiners in reexamination proceedings, and shall
determine priority and patentability of invention in interferences declared under
section 135(a) of this title.’’.

(b) PATENT FEES; PATENT AND TRADEMARK SEARCH SYSTEMS.—Section 41(a)(7) of
title 35, United States Code, is amended to read as follows:

‘‘(7) On filing each petition for the revival of an unintentionally abandoned
application for a patent, for the unintentionally delayed payment of the fee for
issuing each patent, or for an unintentionally delayed response by the patent
owner in a reexamination proceeding, $1,250, unless the petition is filed under
sections 133 or 151 of this title, in which case the fee shall be $110.’’.

(c) APPEAL TO THE BOARD OF PATENT APPEALS AND INTERFERENCES.—Section 134
of title 35, United States Code, is amended to read as follows:
‘‘§ 134. Appeal to the Board of Patent Appeals and Interferences

‘‘(a) PATENT APPLICANT.—An applicant for a patent, any of whose claims has been
twice rejected, may appeal from the decision of the primary examiner to the Board
of Patent Appeals and Interferences, having once paid the fee for such appeal.

‘‘(b) PATENT OWNER.—A patent owner in a reexamination proceeding may appeal
from the final rejection of any claim by the primary examiner to the Board of Patent
Appeals and Interferences, having once paid the fee for such appeal.

‘‘(c) THIRD-PARTY.—A third-party requester may appeal to the Board of Patent Ap-
peals and Interferences from the final decision of the primary examiner favorable
to the patentability of any original or proposed amended or new claim of a patent,
having once paid the fee for such appeal.’’.

(d) APPEAL TO COURT OF APPEALS FOR THE FEDERAL CIRCUIT.—Section 141 of title
35, United States Code, is amended by amending the first sentence to read as fol-
lows: ‘‘An applicant, a patent owner, or a third-party requester, dissatisfied with the
final decision in an appeal to the Board of Patent Appeals and Interferences under
section 134 of this title, may appeal the decision to the United States Court of Ap-
peals for the Federal Circuit.’’.

(e) PROCEEDINGS ON APPEAL.—Section 143 of title 35, United States Code, is
amended by amending the third sentence to read as follows: ‘‘In ex parte and reex-
amination cases, the Commissioner shall submit to the court in writing the grounds
for the decision of the Patent and Trademark Office, addressing all the issues in-
volved in the appeal.’’.

(f) CIVIL ACTION TO OBTAIN PATENT.—Section 145 of title 35, United States Code,
is amended in the first sentence by inserting ‘‘(a)’’ after ‘‘section 134’’.
SEC. 505. EFFECTIVE DATE.

This title and the amendments made by this title shall take effect on the date
that is 6 months after the date of the enactment of this Act and shall apply to all
reexamination requests filed on or after such date.

TITLE VI—MISCELLANEOUS PATENT
PROVISIONS

SEC. 601. PROVISIONAL APPLICATIONS.

(a) ABANDONMENT.—Section 111(b)(5) of title 35, United States Code, is amended
to read as follows:

‘‘(5) ABANDONMENT.—Notwithstanding the absence of a claim, upon timely re-
quest and as prescribed by the Commissioner, a provisional application may be
treated as an application filed under subsection (a). If no such request is made,
the provisional application shall be regarded as abandoned 12 months after the
filing date of such application and shall not be subject to revival thereafter.’’.
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(b) EFFECTIVE DATE.—The amendment made by subsection (a) applies to any pro-
visional application filed on or after June 8, 1995.
SEC. 602. INTERNATIONAL APPLICATIONS.

Section 119 of title 35, United States Code, is amended—
(1) in subsection (a), by inserting ‘‘or in a WTO member country’’ after ‘‘or

to citizens of the United States,’’;
(2) in subsection (b), as amended by section 203 of this Act, by striking ‘‘pat-

ent office of the foreign country’’ and inserting ‘‘foreign intellectual property au-
thority’’; and

(3) by adding at the end the following new subsections:
‘‘(f) APPLICATIONS FOR PLANT BREEDER’S RIGHTS.—Applications for plant breeder’s

rights filed in a WTO member country (or in a UPOV Contracting Party) shall have
the same effect for the purpose of the right of priority under subsections (a) through
(c) of this section as applications for patents, subject to the same conditions and re-
quirements of this section as apply to applications for patents.

‘‘(g) DEFINITIONS.—As used in this section—
‘‘(1) the term ‘WTO member country’ has the same meaning as the term is

defined in section 104(b)(2) of this title; and
‘‘(2) the term ‘UPOV Contracting Party’ means a member of the International

Convention for the Protection of New Varieties of Plants.’’.
SEC. 603. PLANT PATENTS.

(a) TUBER PROPAGATED PLANTS.—Section 161 of title 35, United States Code, is
amended by striking ‘‘a tuber propagated plant or’’.

(b) RIGHTS IN PLANT PATENTS.—The text of section 163 of title 35, United States
Code, is amended to read as follows: ‘‘In the case of a plant patent, the grant shall
include the right to exclude others from asexually reproducing the plant, and from
using, offering for sale, or selling the plant so reproduced, or any of its parts,
throughout the United States, or from importing the plant so reproduced, or any
parts thereof, into the United States.’’.

(c) EFFECTIVE DATE.—The amendment made by subsection (a) shall apply on the
date of the enactment of this Act. The amendment made by subsection (b) shall
apply to any plant patent issued on or after the date of the enactment of this Act.
SEC. 604. JUST COMPENSATION FOR U.S. GOVERNMENT USE OF PATENTS.

(a) COMPENSATION.—Section 1498(a) of title 28, United States Code, is amended
by adding at the end of the first paragraph the following: ‘‘Reasonable and entire
compensation shall include the owner’s reasonable costs, including reasonable fees
for expert witnesses and attorneys, in pursuing the action if the owner is an inde-
pendent inventor, a nonprofit organization, or an entity that had no more than 500
employees at any time during the 5-year period preceding the use or manufacture
of the patented invention by or for the United States.’’.

(b) EFFECTIVE DATE.—The amendment made by subsection (a) shall apply to ac-
tions under section 1498(a) of title 28, United States Code, that are pending on, or
brought on or after, the date of the enactment of this Act.
SEC. 605. ELECTRONIC FILING.

Section 22 of title 35, United States Code, is amended by striking ‘‘printed or
typewritten’’ and inserting ‘‘printed, typwritten, or on an electronic medium’’.

PURPOSE AND SUMMARY

The United States is by far the world’s largest producer of intel-
lectual property, and this has greatly benefitted our balance of
trade. This success is dependent upon a rational and sound policy
of protecting intellectual property by encouraging the development
of new inventions and processes.

Despite this success, the U.S. patent system is not without its
problems. Some dilatory patent applicants and plaintiffs’ attorneys
have developed ways to game the system and ultimately extort
hundreds of millions of dollars from industries—costs that are ulti-
mately passed on to American consumers. Another key problem is
that the Patent and Trademark Office is bogged down in bureau-
cratic red tape. It cannot run at its peak efficiency. Many other na-
tions have learned from our success—America no longer stands
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alone in its commitment to a strong system of patent protection for
its inventors, small businesses, and industries. Consequently, it is
more important now than ever that Congress adopt certain reforms
that will ensure that America maintains its position as the world
leader in the production of intellectual property.

H.R. 3460 contains several titles addressing and solving major
problems threatening our patent system. With the exception of the
title containing miscellaneous provisions, each title consists of an
independent bill that was the subject of comprehensive hearings in
the Subcommittee on Courts and Intellectual Property. Each of
these titles also reflects changes that were made in response to val-
uable comments submitted by expert witnesses, Members, inde-
pendent inventors, small businesses, large corporations, industry
organizations, patent law associations, and the Patent and Trade-
mark Office.

BACKGROUND AND NEED FOR THE LEGISLATION

The following is a breakdown and explanation of the background
and need for each of the patent titles contained in H.R. 3460:

TITLE I—PATENT AND TRADEMARK OFFICE GOVERNMENT
CORPORATION

Under Title I, the United States Patent and Trademark Office
(‘‘PTO’’), currently a bureau of the Department of Commerce, would
be established as an independent government corporation under
the policy direction of the Secretary of Commerce. These provisions,
originally introduced by Subcommittee Chairman Carlos Moorhead
and Ranking Democratic Member Pat Schroeder as H.R. 1659, sep-
arate the Office from any established agency but maintain policy
direction from the Executive Branch to ensure uniform goals in the
area of intellectual property rights.

The PTO is one of a few government entities which lends itself
to the government corporation model. Unlike most government
agencies, it is funded completely by user fees. Its workload is driv-
en by the inflow of patent and trademark applications that appli-
cants submit. It requires the services of patent examiners with ex-
pertise in a wide variety of areas. The market values these kinds
of expertise differently with some commanding higher prices and
some lower. The PTO can and should operate to serve most effi-
ciently the public interest, including the interest of those who pay
user fees to support it—patent and trademark applicants. Further,
the Office performs a quasi-judicial function, which should be han-
dled in an independent manner.

Apart from policy, the work of the PTO has always been inde-
pendent, but the Department of Commerce has exercised control
over its finances and its procedures. An independently managed
government corporation with Congressionally approved borrowing
authority will possess the operational flexibility and independence
required to best serve the public and the innovators who have be-
come an increasingly important aspect of our national economy. If
the PTO is to operate in a business-like manner to accomplish
operational efficiency with integrity, it must have management,
operational, and financial flexibility that it does not currently have.
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Title I establishes the Patent and Trademark Office as an inde-
pendent wholly owned government corporation and transfers to it
the duties carried out by the existing Office while maintaining the
policy direction of the Secretary of Commerce. It establishes that
the Office shall be managed by a Commissioner of Patents and
Trademarks who is appointed by the President, by and with the ad-
vice and consent of the Senate, for a term of five years. The length
of the term should provide continuity and carry-over between presi-
dential administrations. Under this title, the President is required
to nominate a Commissioner who, ‘‘by reason of professional back-
ground and experience in patent or trademark law, is especially
qualified to manage the Office.’’

Title I caps the salaries of the Commissioner, the Deputy Com-
missioner for Patents, the Deputy Commissioner for Trademarks
(both of whom are appointed by the Commissioner), and any other
employees hired by the PTO. It further leaves to Congress the duty
of setting the filing fees which establish and control the budget of
the PTO. The title further requires that an Inspector General be
appointed.

Title I provides that the new PTO Corporation would be able to
purchase real and personal property based on an established bid-
ding process without proceeding through the General Services Ad-
ministration. It further frees the Office from any administratively
or statutorily imposed limitations on positions or personnel and ex-
empts it from the employment, classification, retention, perform-
ance appraisal, and General Schedule pay rates of Title 5 of the
U.S. Code. Title I replaces this system with full collective bargain-
ing. This would allow the PTO, subject to oversight by Congress
and its own collective bargaining agreements, to hire and place em-
ployees without regard to the registers maintained by the Office of
Personnel Management, to downsize without regard to current re-
duction in force requirements, to award bonuses and demote for
poor job performance, and to establish its own pay scale outside of
the General Schedule.

Under Title I, the cap on the top basic pay rate of PTO employ-
ees will increase from about $95,000 to about $133,000 with a ceil-
ing on total pay also having a cap of around $133,000. The title
continues to allow for a negotiated grievance procedure and a right
to appeal to the EEOC. The title guarantees that employees will
retain their federal health, life, and retirement benefits, except
that the PTO would be able to supplement or improve current ben-
efits.

The title further provides for a bipartisan Management Advisory
Board, comprised of members of the private sector who represent
users of the PTO. Under this title, the Board would be made up
of 12 members: four to be appointed by the President, four to be
appointed by the Speaker of the House, and four to be appointed
by the president pro tempore of the Senate. The terms of the mem-
bers of the Board would be four years, and the terms would be
staggered. The Chairman of the Board would be appointed by the
President and would serve for three years. The Board shall review
the policies, goals, performance, budget, and user fees of the PTO
and advise the Commissioner. The Board shall also prepare an an-
nual report to the President and the Judiciary Committees of the
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House and the Senate, which will be published in the PTO Official
Gazette.

Title I maintains the Trademark Trial and Appeals Board which
determines the rights of registration in every case, opposition to
registration, or application to cancel the registration of a mark. It
further maintains a Board of Patent Appeals and Interferences
which shall, on written appeal of an applicant, review adverse deci-
sions of patent examiners. Importantly, patent and trademark ex-
aminers, and Members of the Appeal Boards may not be removed
from office, except for cause. This protection will insulate these
quasi-judicial officers from outside pressures and preserve integrity
within the application examination system.

Under the title, a relationship is established with the Justice De-
partment for assistance in the defense of lawsuits brought against
the PTO Corporation. The PTO will be required to report to Con-
gress annually on budget and patent quality issues.

Importantly, the PTO is granted borrowing authority, subject to
annual appropriations acts, and is allowed to issue bonds for pur-
chase by the Secretary of the Treasury. Any monies not otherwise
used to carry on the duties of the PTO must be kept in cash on
hand, in deposit, or invested in U.S. obligations or other lawful in-
vestments for public funds. The PTO cannot borrow money without
explicit advance approval in appropriations acts and without guar-
anteeing its payment from future user fee income. Audits shall be
conducted by an independent accountant chosen by the Commis-
sioner and are subject to review by the Comptroller General.

Title I was written to reflect the concerns of employees from the
PTO, expressed in hearing testimony. It attempts to strike an ap-
propriate balance between union and management and grant the
flexibility necessary to allow the PTO and its users to benefit di-
rectly from the fees its users pay. That means better service to
America’s creative community by a better work force under the
oversight of Congress and the President with increased input by
employees and their organizations. Government corporation status
is supported by the National Academy of Public Administration.
The establishment of the PTO as a government corporation is nec-
essary to achieve cost-effective, quality examining operations which
will best serve its users, and consequently, the public interest.

TITLE II—PATENT PUBLICATION

The Subcommittee on Courts and Intellectual Property held ex-
tensive hearings on H.R. 1733, the ‘‘Patent Application Publication
Act of 1995’’ and H.R. 359, ‘‘a bill to restore the term of patents,
and for other purposes.’’ In those hearings, held on June 8 and No-
vember 1, 1995, the Subcommittee benefitted from the testimony of
twenty-two witnesses. These witnesses represented the full spec-
trum of views of individuals and entities that utilize the Patent
and Trademark Office: independent inventors, small businesses,
nonprofit organizations, universities, large corporations, patent at-
torneys and trade organizations. The vast majority of the patent
community wholly supported the provisions of H.R. 1733 as intro-
duced, as did the Bush Administration, the Clinton Administration
and five of the past six former living Commissioners of the Patent
and Trademark Office. Below is a summary of the provisions of
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Title II and a breakdown of the changes adopted to ensure that
every diligent patent applicant gains under its provisions.

Term issues
One of the key patent provisions in the TRIPS Agreement was

the establishment of an international standard minimum term for
patent protection. In accordance with the treaty, the United States
is obliged to establish a minimum patent term of twenty years from
the time the patent application was filed. Formerly, the U.S. pro-
vided only seventeen years of protection from the time the patent
was issued. Consequently, a change in the law was required to en-
sure compliance.

In 1994, the Congress took a straightforward approach to com-
plying with this obligation and simply adopted the twenty year
from filing term, the minimum required by TRIPS. Since June 8,
1995, that has been the standard to measure patent term in the
United States. Obviously, any patent that is granted within three
years will result in an increase in patent term for patent appli-
cants. Under this new system, even based on historical data from
a time when there was not the same incentive to expedite process-
ing, the vast majority of patent applicants, nearly 90% will experi-
ence a significant increase in patent term.

Nevertheless, because the system changed from one based upon
grant to one based upon filing, there was some concern that delays
in the Patent Office would eat away at some applicants’ patent
term through no fault of the applicants. This is handled to some
extent by present law, where the twenty year patent term may be
extended for a total of up to five years for delays in the issuance
of a patent due to interferences, secrecy orders, or successful ap-
peals to the Board of Patent Appeals and Interferences or the fed-
eral courts.

As introduced, H.R. 1733 took the protection for inventors two
steps further. First, the bill provided an additional category, un-
usual administrative delays, to the list of circumstances justifying
term compensation. Second, it raised the limit on compensable
delay to ten years. Even with these protections, there were those
who had concerns. Some patent applicants were fearful that even
a ten year cap on delays will result in reductions in term for some
fraction of a percentage of diligent applicants. Others expressed
concern about having a subjective standard to determine unusual
administrative delay.

Title II of H.R. 3460 solves both of these concerns. First, it re-
moves the ten-year cap in those circumstances where there is even
a slight risk that a diligent applicant could lose patent term. Sec-
ond, it introduces an objective time clock to interpret the unusual
administrative delay standard. Under the objective time clock, the
Patent Office is required to compensate automatically and fully any
delays beyond a stated minimum. Under the provisions of Title II,
every diligent patent applicant is ensured at least seventeen years
of patent term form the date of grant, and in most cases, a term
closer to eighteen years.
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Publication provisions
All of the major patent systems throughout the world, with the

exception of the United States, publish applications 18 months
from the earliest effective filing date. In an age where worldwide
patent protection is becoming increasingly important, the current
system places U.S. inventors at a clear disadvantage. For example,
an invention that is the subject of a patent application in Japan
will be published in the Japanese language after 18 months. Inven-
tors reviewing the Japanese patent application disclosures will
have the benefit of the early disclosure in Japan. This is especially
beneficial to domestic inventors in Japan as they are able to obtain
an early disclosure of the technology in the Japanese language.
Meanwhile, in the United States, domestic inventors do not have
the benefit of an English language publication of the technology
disclosed in an application for a patent until the patent is actually
issued. This situation provides foreign inventors a clear advantage
relative to U.S. domestic inventors.

The early publication provisions of Title II would provide Amer-
ican inventors with a prompt English-language publication of rel-
atively current technology. There would be no need to await the
grant of a patent to gain an understanding of the technology it con-
tains. This will speed disclosure of foreign origin U.S. patent tech-
nology by at least 12 months. Further, technology contained in pat-
ent applications that never mature into patents would also be
available. Our domestic inventors would be able to take advantage
of this earlier access to English-language patent application tech-
nology and build upon it more rapidly than they are able to do in
our current system. In this way, the Constitutional objective of
‘‘promoting the progress of * * * [the] useful arts’’ would be ad-
vanced.

In addition, these provisions would promote more efficient use of
limited research and development resources by preventing duplica-
tion of research, signaling promising areas of research, and indicat-
ing which research topics are being pursued by others. Further,
with this law, inventors would be able to avoid the commitment of
substantial resources to develop an invention based on an incom-
plete, erroneous assessment of its patentability.

This legislation would also help to address the submarine patent
problem that has long plagued the U.S. patent system. Submarine
patents surface from applications that have been pending in the
PTO for many years. The belatedly granted patents often cause dis-
ruptions in the market place because competitors unknowingly re-
garded and adopted the later-patented technology as commonplace
publicly available information. Those competitors are often re-
quired to negotiate a license with the late-arriving patentee against
a threat of a lawsuit to shut down their operations if the terms are
not right. Early publication would provide the above competitors
with the necessary information to make the requisite business deci-
sions before entering a given field.

In return for the disclosure that would be made by virtue of early
publication, patentees would be given provisional rights to obtain
compensation for any use of an invention disclosed in the applica-
tion for patent for the time period from publication to grant. In
conjunction with a twenty-year patent term, provisional rights
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would give eventual patentees the opportunity to obtain at least
181⁄2 years of patent rights (provisional rights from publication at
18 months until grant plus full rights upon grant) regardless of
patent pendency. If a provisional patent application is filed, or if
publication is requested earlier than eighteenth month, an even-
tual patentee could obtain up to 191⁄2 years or more of patent
rights.

Title II takes a significant additional step to protect those who
may not want their application published. It proposes to amend
title 35 to enable an independent inventor to defer publication until
three months after an initial patentability determination by the
PTO. To be eligible for this provision, an inventor must certify that
he or she has not also filed the application in a foreign country
(where it will inevitably be published within 18 months). Situations
are extremely rare where an independent inventor who is actively
seeking an early PTO action will not obtain at least one patentabil-
ity determination (most will receive two) before three months prior
to the 18 months of pendency of his or her application. However,
this provision ensures that such an action will be received by quali-
fied independent inventors in a timely manner. In this way, the
independent inventor is given ample opportunity to withdraw his
application and pursue the trade secret route when patentability is
unlikely and the invention can be kept secret.

The twenty-year term and the 18-month publication provisions of
Title II have the strong support of the current and precious presi-
dential administrations and five of the past six living Commis-
sioners of Patents and Trademarks. Title II also has the backing
of key industry groups like the National Association of Manufactur-
ers and the Biotechnology Industry Organization as well as every
major patent, copyright, and bar association that has expressed an
opinion on these topics.

TITLE III—PRIOR DOMESTIC USER RIGHTS

Title III contains provisions originally contained in H.R. 2235, in-
troduced by Subcommittee Chairman Carlos Moorhead and Rank-
ing Democratic Member Pat Schroeder, to provide a defense of
prior user rights against infringement of a patent. The defense
typically arises when an original inventor, who decided not to pat-
ent a manufacturing process, uses the process as a trade secret in
a commercial endeavor. The original inventor is later sued by a
party, often a party outside the United States, who subsequently
patented the process. While U.S. law permits the assertion of prior
public use as a method of defeating a patent under our first-to-in-
vent system, it may not recognize secret prior use as a defense to
patent infringement.

An inventor may develop a process without ever considering ob-
taining a patent, may not be able to afford obtaining a patent, or
may choose for strategic or personal reasons to protect his process
as a trade secret. One of the more famous trade secrets is the for-
mula for Coca-Cola which has never been patented. While there is
no federal trade secret law, there is state common law protection
for trade secrets and many states have enacted statutes to protect
trade secrets.
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Under current law, choosing to practice an invention as a trade
secret has its risks because while prior public disclosure of an in-
vention defeats a patent, an undisclosed invention which relies on
trade secret protection may not. Title III would eliminate this risk
by granting a prior user, in effect, a defense against infringement
suits for practicing the later patented invention. This personal de-
fense does not extend to later developed products and processes
that infringe the patent.

Title III would allow an inventor to choose whether to patent an
invention or use it as a trade secret by granting a personal defense
against an infringement suit to any inventor who commercially
used an invention at least one year before the filing date of a pat-
ent for the very same invention issued to another. This prior use
defense leaves the patent intact for assertion against all others.
This balance is designed to maintain incentives to patent new in-
ventions without forcing inventors to seek patents on every trivial
advancement.

Under the current system, foreign patentees, who are treated the
same as U.S. inventors under our patent laws, may obtain patents
on processes or products protected by trade secret laws in the U.S.
and sue the original U.S. inventors for infringement. However, U.S.
inventors are not able to do the same abroad because most of our
foreign trading partners have enacted prior uses rights as a means
of protecting their manufacturers.

TITLE IV—INVENTOR PROTECTION

Title IV would create a new chapter 5 of Part I of title 35 of the
United States Code designed to curb the deceptive practices of in-
vention marketing companies. It contains provisions originally con-
tained in H.R. 2419, introduced by Subcommittee Chairman Carlos
Moorhead and Ranking Democratic Member Pat Schroeder.

These companies operate by advertising that inventors can call
a toll free number for an invention evaluation form, which they
claim is used to provide expert analysis of the development possi-
bilities of their inventions. The inventors return the form with de-
scriptions of the inventions, which become the basis for contacts by
salespeople at the marketing companies. The next step is a costly
product research report which usually contains nothing more than
boilerplate information stating merely that the invention may qual-
ify for a design patent. Then the marketing companies attempt to
convince the inventor to buy marketing services—typically consist-
ing of a mere mention in a few press release and trade shows—at
a cost of up to $10,000.

The title aims to confront these problems by requiring that: (1)
contracts between marketing companies and inventors contain
standardized disclosures, including the number of applicants re-
jected by the companies, statistics on the profits actually earned by
inventors, and contractual terms prescribing payment conditions
and termination rights and (2) marketing companies submit quar-
terly reports to their subscribing inventors.

Remedies against companies for failing to comply include private
civil actions for actual or $5,000 statutory damages, the possibility
of treble damages, and costs and attorneys’ fees. Criminal penalties
of up to $10,000 are also provided.
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TITLE V—PATENT REEXAMINATION REFORM

In 1980, Congress enacted Public Law No. 96–517 to authorize
the reexamination of U.S. patents in the Patent and Trademark Of-
fice. The reexamination provisions, set forth in 35 U.S.C. §§ 301–
307, and the rules governing reexamination (37 CFR 1.501–1.570)
became effective on July 1, 1981. Title V contains provisions origi-
nally contained in H.R. 1732, introduced by Chairman Moorhead
and Ranking Democratic Member Schroeder.

The reexamination statute permits the patent owner or any other
person to (1) cite to the Office patents or printed publications as
prior art pertaining to the validity of an issued patent, and (2) re-
quest that the Office reexamine any claim of that patent on the
basis of the cited prior art. Within three months of such a request
or on his own initiative, the Commissioner must determine wheth-
er a substantial new question of patentability is raised by the prior
art cited to or discovered by him. If a substantial new question of
patentability is found, the Commissioner will issue an order grant-
ing the reexamination. The patent owner is then given two months
to file a preliminary statement responding to the reexamination
order. If the order follows a request by a third party to reexamine
the patent, and the patent owner files a preliminary statement re-
sponding to the order, the third-party requester may, within two
months, file a reply to the patent owner’s preliminary statement.
The claim or claims in question are then reexamined by the Office
‘‘with special dispatch,’’ but otherwise using essentially the same
procedures applicable to the examination of patent applications.

Reexamination proceedings, like the examination of patent appli-
cations, are ex parte in nature (i.e., they exclude participation by
parties other than the Office and the patent owner). In such pro-
ceedings, the patent owner may file amendments to the specifica-
tion, amend existing claims or present new claims, conduct inter-
views and take appeals from final adverse determinations of pat-
entability by the Office. Reexamination concludes with the issuance
of a reexamination certificate which cancels any claims found to be
unpatentable, and confirms the patentability of claims determined
to be patentable whether originally amended or newly submitted
during the reexamination.

Current reexamination procedures have been criticized as being
biased against ‘‘third-party’’ requesters (i.e., a party other than the
patent owner who requests reexamination). A third-party requester
cannot participate in the reexamination proceeding beyond filing
the initial request for reexamination. Some have claimed that the
ex parte nature of prosecution following a reexamination order,
while reducing the time and cost involved, provides the patent
owner with an unfair advantage.

Conclusions of the Office in reexamination proceedings are given
considerable weight by a court in considering the validity of reex-
amined claims of a patent. This has led some to conclude that a
third party’s burden of proving invalidity in litigation will be more
difficult to sustain than in instances where the patent was not in-
volved in a reexamination. Many third parties are accordingly re-
luctant to request reexamination even when they posses relevant
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prior art. Thus, reexamination has not realized its full potential as
an inexpensive and expeditious alternative to litigation.

The reexamination system established in 1980 needs to be re-
vised to make it a more effective and balanced procedure for re-
viewing patent validity. This legislation would introduce changes to
the reexamination provisions to accomplish this objective.

There are three main elements of the legislation. First, the legis-
lation provides third parties with a greater opportunity to partici-
pate in reexamination proceedings while maintaining most of the
features which make reexamination a desirable alternative to liti-
gation in the federal courts (e.g., low cost, expedited procedure).
Second, the legislation expands the basis and scope of reexamina-
tion to include review of compliance with all aspects of 35 U.S.C.,
§ 112, except the ‘‘best mode’’ requirement. Third, the proposed leg-
islation requires that the real party in interest be identified and
provides third-party requesters with certain appeal rights. Exercis-
ing some of these rights (e.g., filing of an appeal to the Federal Cir-
cuit), would be conditioned on the third-party requester accepting
a statutory estoppel against subsequent review, either by the Office
or by a federal court, of the issues that were or could have been
raised in the reexamination proceeding. These limits, along with
certain others introduced in the legislation, would ensure that reex-
amination proceedings could not be used to harass patent owners
and would not be available where court action makes reexamina-
tion unnecessary.

The proposed modifications would not unreasonably increase the
cost, complexity or duration of reexamination proceedings, nor
would they impose unreasonable burdens on the Office or patent-
ees. Reexamination proceedings would continue to be based largely
on the ex parte structure of regular examination. The issues con-
sidered during reexamination would continue to be those routinely
considered by examiners in the course of regular examination pro-
cedures. Most importantly, however, these modifications would in-
crease third party use of the reexamination system as a meaning-
ful, inexpensive and expeditious alternative to patent validity liti-
gation.

TITLE VI—MISCELLANEOUS PATENT PROVISIONS

Title VI contains various technical, clarifying and conforming
changes to our patent law that are not related to any of the five
major titles of H.R. 3460.

HEARINGS

There have been six days of hearings and 44 witnesses who have
testified on the provisions of H.R. 3460.

The Committee’s Subcommittee on Courts and Intellectual Prop-
erty held two days of hearings on Title I of H.R. 3460 on September
14, 1995, and March 8, 1996. Testimony was received from The
Honorable Bruce A. Lehman, Assistant Secretary of Commerce and
Commissioner of Patents and Trademarks, Patent and Trademark
Office, U.S. Department of Commerce; Dr. Harold Seidman, Senior
Fellow, and Alan Dean, Fellow, from the National Academy of Pub-
lic Administration; Michael K. Kirk, Executive Director of the
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American Intellectual Property Law Association; Herbert C.
Wamsley, Executive Director of the Intellectual Property Owners;
Donald R. Dunner, Chair of the Section on Intellectual Property
Law Section of the American Bar Association; The Honorable Dana
Rohrabacher, Representative, California 45th District; The Honor-
able Duncan Hunter, Representative, California, 52nd District; Mr.
Timothy Reardon, Congressional Liaison, Patent & Trademark Of-
fice Society; Mr. Robert M. Tobias, National President, National
Treasury Employees Union; Mr. Ronald J. Stern, President, Patent
Office Professional Association; Mr. Howard Friedman, President,
The Trademark Society, National Treasury Employees Union,
Chapter 245; and Ms. Catherine Simmons-Gill, President, Inter-
national Trademark Association.

The Committee’s Subcommittee on Courts and Intellectual Prop-
erty held two days of hearings on Title II and Title V of H.R. 3460
on June 8, 1995 and November 1, 1995. Testimony was received
from The Honorable Martin Frost, Congressman from Texas, 24th
District; The Honorable Bruce A. Lehman, Assistant Secretary of
Commerce and Commissioner of Patents and Trademarks, Patent
and Trademark Office, U.S. Department of Commerce; Mr. Gary L.
Griswold, Intellectual Property Owners; Mr. Michael Kirk, Amer-
ican Intellectual Property Law Association; Mr. Thomas E. Smith,
American Bar Association, Section on Intellectual Property Law;
Mr. Andrew Kimbrell, Director, International Center for Tech-
nology Assessment; Mr. Kenneth Addison, Oklahoma Inventors
Congress; Dr. Raymond Damadian, President and Chairman, Fonar
Corporation; The Honorable Dana Rohrabacher, Representative,
California, 45th District; Mr. James L. Fergason, Inventor, Found-
er and President of Optical Shields, Incorporated, Menlo Park,
California; Mr. Mark A. Lemley, Assistant Professor, School of
Law, University of Texas at Austin; Mr. Thomas W. Buckman, In-
ventor, Vice President, Patents and Technology, Illinois Tool
Works, Incorporated, Glenview, Illinois, representing the National
Association of Manufacturers; Mr. William D. Budinger, Inventor,
Chairman & Chief Executive Officer, Rodel, Incorporated, and
Chair of the Technology and Innovation Section of the White House
Conference on Small Business; Mr. Edward Stead, Vice President,
General Counsel & Secretary, Apple Computer, Incorporated, testi-
fying on behalf of the Information Technology Industry Council;
Mr. Roger May, Assistant General Counsel, Ford Motor Company,
Member of the Michigan Patent Law Association; Mr. Stephen
Barram, Inventor, Chief Executive Officer, Integrated Services, In-
corporated, Lake Oswego, Oregon; Dr. Raymond Damadian, Inven-
tor, President and Chairman, Fonar, Incorporated, Inventor and
Manufacturer of Magnetic Resonance Imaging (MRI); Mr. James
Chandler, President of the National Intellectual Property Law In-
stitute, Washington, D.C.; Dr. Robert Rines, Inventor, Founder,
and former President of the Franklin Pierce Law Center; Ms.
Diane L. Gardner, Patent Agent, Molecular Biosystems, Incor-
porated, and President of the Intellectual Property Law Society at
Thomas Jefferson School of Law; Dr. Paul Crilly, Inventor, and As-
sociate Professor of Electronic Engineering University of Ten-
nessee, Knoxville; and Dr. David L. Hill, President, Patent Enforce-
ment Fund, Incorporated, Southport, Connecticut.
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The Committee’s Subcommittee on Courts and Intellectual Prop-
erty held one day of hearings on Title III of H.R. 3460 on October
26, 1995. Testimony was received from Mr. Dieter Hoinkes, Senior
Counsel, Office of Legislative and International Affairs, Patent and
Trademark Office, U.S. Department of Commerce; Mr. Karl Jorda,
Professor, Franklin Pierce Law Center; Mr. Richard Schwaab, Ad-
junct Professor, George Mason Law School and Partner, Foley &
Lardner; Mr. Gary L. Griswold, President of the Intellectual Prop-
erty Owners; Mr. Robert A. Armitage, President, American Intel-
lectual Property Law Association (AIPLA); and Mr. William D.
Budinger, Chairman and Chief Executive Officer, Rodel, Incor-
porated.

The Committee’s Subcommittee on Courts and Intellectual Prop-
erty held one day of hearings on Title IV of H.R. 3460 on October
19, 1996. Testimony was received from G. Lee Skillington, Counsel,
Office of Legislative and International Affairs, Patent and Trade-
mark Office, United States Department of Commerce; Senator Jo-
seph I. Lieberman, the sponsor of S. 909, the Senate companion bill
to H.R. 2419; Dr. William D. Noonan, Klarquist, Sparkman, Camp-
bell, Leigh & Whinston; Mr. Donald R. Dunner, Chair, Section of
Intellectual Property Law Section, American Bar Association; Mr.
Michael Kirk, Executive Director, American Intellectual Property
Law Association; and Mr. Robert Lougher, Inventors Awareness
Group.

COMMITTEE CONSIDERATION

On May 15, 1996, the Subcommittee on Courts and Intellectual
Property considered a Committee Print incorporating five bills
pending before the Subcommittee (PTO Government Corporation,
Patent Application Publication, Prior User Rights, Reexamination
Reform and Inventor Protection). The Committee Print was favor-
ably reported to the Committee on the Judiciary by voice vote, a
quorum being present. A bill containing the Committee Print favor-
ably reported by the Subcommittee was introduced as H.R. 3460.
On June 11, the Committee on the Judiciary considered H.R. 3460.
Two amendments were offered: (1) Congressman Moorhead offered
an en bloc amendment making various technical, clarifying and
conforming changes, and (2) Congressmen Hyde and Conyers of-
fered an amendment to the short title of H.R. 3460 to rename the
bill the ‘‘Moorhead-Schroeder Patent Reform Act.’’ Both of the
amendments passed by voice vote, a quorum being present and the
bill H.R. 3460, as amended, was ordered favorably reported by
voice vote, a quorum being present, to the House.

COMMITTEE OVERSIGHT FINDINGS

In compliance with clause 2(l)(3)(A) of rule XI of the Rules of the
House of Representatives, the Committee reports that the findings
and recommendations of the Committee, based on oversight activi-
ties under clause 2(b)(1) of rule X of the Rules of the House of Rep-
resentatives, are incorporated in the descriptive portions of this re-
port.
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COMMITTEE ON GOVERNMENT REFORM AND OVERSIGHT FINDINGS

No findings or recommendations of the Committee on Govern-
ment Reform and Oversight were received as referred to in clause
2(l)(3)(D) of rule XI of the Rules of the House of Representatives.

NEW BUDGET AUTHORITY AND TAX EXPENDITURES

Clause 2(l)(3)(C) of House rule XI is inapplicable because this
legislation does not provide new budgetary authority or increased
tax expenditures.

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

In compliance with clause 2(l)(C)(3) of rule XI of the Rules of the
House of Representatives, the Committee sets forth, with respect to
the bill, H.R. 3460, the following estimate and comparison prepared
by the Director of the Congressional Budget Office under section
403 of the Congressional Budget Act of 1974:

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, DC, July 11, 1996.
Hon. HENRY J. HYDE,
Chairman, Committee on the Judiciary,
House of Representatives, Washington, DC

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 3460, the Moorhead-
Schroeder Patent Reform Act.

Enactment of H.R. 3460 would affect direct spending. Therefore,
pay-as-you-go procedures would apply to the bill.

If you wish further details on this estimate, we will be pleased
to provide them.

Sincerely,
JAMES L. BLUM

(For June E. O’Neill, Director).
Enclosure.

CONGRESSIONAL BUDGET OFFICE COST ESTIMATE

1. Bill number: H.R. 3460.
2. Bill title: Moorhead-Schroeder Patent Reform Act.
3. Bill status: As ordered reported by the House Committee on

the Judiciary on June 11, 1996.
4. Bill purpose: H.R. 3460 would establish the United States Pat-

ent and Trademark Office (PTO) as a government corporation and
make a number of other changes in laws governing the issuance of
patents and related procedures.

Title I would establish a wholly owned government corporation
to replace the existing PTO, an agency within the Department of
Commerce. The new government corporation would retain the same
name and would be subject to the policy guidance of the Depart-
ment of Commerce but would not be subject to supervision by any
department. The bill would:
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Authorize the PTO to collect and spend all of the user fees
authorized under current law to the extent provided in appro-
priations acts;

Establish positions for a Deputy Commissioner of Patents
and a Deputy Commissioner of Trademarks to serve as policy
and management advisors to the Commissioner of the PTO;

Require the Commissioner of the PTO to appoint an inspec-
tor general;

Exempt the PTO from the statutory and administrative ceil-
ings on the number of employees the agency can hire;

Exempt the PTO from most personnel laws governing federal
agencies;

Establish a 12-member Management Advisory Board to re-
view the performance and policies of the PTO and to prepare
an annual report to the Congress and the President on such
performance; and

Provide the new corporation with borrowing authority sub-
ject to prior approval in appropriations acts.

Under current law the PTO grants a patent for a term of 20
years from the date of filing. The applicant, however, does not have
protection from patent infringement until the patent is issued by
the PTO. Title II would establish procedures to ensure that admin-
istrative delays by the PTO in granting a patent would not eat
away at an applicant’s patent term. Title II also would require the
PTO to publish patent applications within 18 months of filing re-
gardless of whether a patent has been granted. The bill would au-
thorize the PTO to adjust certain fees to recover the cost of early
publication.

If an inventor has used an invention at least one year prior to
being patented by another party, the inventor may continue to use
it without infringing on the patent. Title III would recognize such
private prior use as a defense against patent infringement.

Invention marketing companies evaluate the market potential of
inventions and offer patent and marketing services to individual in-
ventors. Title IV would require these companies to include stand-
ardized disclosures in contracts between the companies and inven-
tors. The title also would require these companies to submit quar-
terly reports to their subscribing inventors. Civil penalties would
be established for violations.

Under current law an owner of a patent, the PTO Commissioner,
or a third party can request the PTO to reexamine the validity of
an existing patent. Title V would modify the current reexamination
procedures to allow the Commissioner to review comments submit-
ted by a third party on the merits of a patent. The title also would
grant third-party requestors certain appeal rights but would limit
the number of possible reviews by the PTO or a federal court. In
addition, the bill would authorize the PTO to fine patent owners
if they fail to respond to a request for reexamination of their pat-
ent.

The remedy for unauthorized manufacture or use of patented in-
ventions by the United States government is a suit in the U.S.
Court of Federal Claims for reasonable and just compensation. H.R.
3460 would expand the definition of reasonable and just compensa-
tion to include fees of attorneys and expert witnesses if the owner
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of the patent is an individual, a nonprofit organization, or a com-
pany with less than 500 employees.

5. Estimated cost to the Federal Government: CBO estimates
that enacting H.R. 3460 would result in net discretionary spending
by the PTO totaling about $1.3 billion over the 1997–2002 period,
assuming appropriations of the necessary amounts. The bill would
result in a net decrease in direct spending of $159 million over the
same period. The estimated budgetary impact of the bill is summa-
rized in the following table.

[By fiscal year, in millions of dollars]

1996 1997 1998 1999 2000 2001 2002

SPENDING SUBJECT TO APPROPRIATION
Spending under current law:

Estimated authorization level 1 ................................ 82 82 82 82 82 82 82
Estimated outlays ..................................................... 26 54 78 74 74 74 74

Proposed changes:
Estimated authorization level .................................. ........ 17 22 25 29 534 340
Estimated outlays ..................................................... ........ 5 18 22 26 531 336

Estimated spending under H.R. 3460:
Estimated authorization level 1 ................................ 82 99 104 107 111 616 422
Estimated outlays ..................................................... 26 59 96 96 100 605 410

CHANGES TO DIRECT SPENDING
Patent and Trademark Office:

Estimated budget authority ..................................... ........ ¥17 ¥22 ¥25 ¥29 ¥34 ¥40
Estimated outlays ..................................................... ........ ¥17 ¥22 ¥25 ¥29 ¥34 ¥40

Claims, judgments, and relief acts:
Estimated budget authority ..................................... ........ 3 1 1 1 1 1
Estimated outlays ..................................................... ........ 3 1 1 1 1 1

1 The 1996 level is the amount appropriated for that year. The estimated authorization levels for 1997–2002 reflect CBO baseline estimates
for the PTO, assuming no adjustment for inflation.

The costs of this bill fall within budget function 370.
6. Basis of estimate: Under current law the PTO collects a num-

ber of user fees that are spent by the agency to the extent provided
in advance in the appropriations acts. CBO assumes that over time
the PTO would be authorized to spend all of the fees that the agen-
cy collects, except for the fees established by the Omnibus Budget
Reconciliation Act of 1990. Hence, our current law projections show
the estimated authorization levels for fiscal years 1997–2002 net of
the user fees estimated to be collected and spent by the agency.

Spending subject to appropriation
H.R. 3460 would provide the PTO with the authority to issue

bonds or other forms of indebtedness for purchase by the Treasury,
subject to prior approval in appropriations acts. Based on informa-
tion from the PTO, CBO estimates that the agency would issue
bonds for purchase by the Treasury of about $500 million in fiscal
year 2001 and $300 million in fiscal year 2002, assuming appro-
priation of the necessary amounts. The proceeds would be spent in
those years to buy an estimated 2 million square feet of office
space.

As explained below, enacting H.R. 3460 would result in collec-
tions of additional user fees, which would be reflected as a net de-
crease in direct spending. The bill would authorize the agency to
collect an estimated $167 million in additional fees over the 1997–
2002 period, and CBO assumes that the agency would be author-
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ized in appropriations acts to spend these additional fees. Because
CBO expects a lag of several months between the time the PTO col-
lects and spends the fees, we estimate that the agency would only
spend $138 million of the fees over the 1997–2002 period.

Direct spending
Publication Fees. H.R. 3460 would authorize the PTO to raise ex-

isting fees or establish a new fee to offset the cost of publishing the
patent applications. Because the PTO would not be allowed to
spend the additional fees without approval in appropriations acts,
and collections would reduce direct spending. Based on information
from the PTO, CBO estimates that the PTO would collect about
$145 million in publication fees over the 1997–2002 period.

Reexamination Fee. H.R. 3460 would ease restrictions on reexam-
ination proceedings initiated by third parties, thus causing an in-
crease in the number of proceedings. Based on information from
the PTO, CBO estimates enacting H.R. 3460 would nearly double
the number of reexamination requests, resulting in additional fee
collections of about $22 million over the 1997–2002 period.

The bill also would authorize the PTO to collect a new penalty
fee if a patent owner does not respond to a request for a reexam-
ination. CBO expects that any receipts from this new fee would not
be significant.

Claims, Judgments, and Relief Acts. According to the United
States Court of Federal Claims, about 30 cases of patent infringe-
ment are pending against the federal government at any one time.
If H.R. 3640 were enacted, the Department of Justice would expect
the number of cases to increase slightly because the plaintiffs’ costs
for attorneys and expert witnesses would be paid by the federal
government under certain circumstances. Based on the value of
past judgments, CBO estimates that enacting this bill would in-
crease direct spending by about $3 million in 1997 and about $1
million in subsequent years. The estimate for 1997 is slightly larg-
er because of a recent judgment against the United States by a
company that would meet the qualifications stated in this bill.

7. Pay-as-you-go considerations: Section 252 of the Balanced
Budget and Emergency Deficit Control Act of 1985 sets up pay-as-
you-go procedures for legislation affecting direct spending or re-
ceipts through 1998. CBO estimates that enacting H.R. 3460 would
decrease direct spending by about $14 million in fiscal year 1997
and $21 million in fiscal year 1998 from the increased collections
of certain fees, which would be partly offset by increased spending
for claims and judgments. The following table shows the estimated
pay-as-you-go impact of the bill.

[By fiscal year, in millions of dollars]

1996 1997 1998

Change in outlays ........................................................................................................................... 0 ¥14 ¥21
Change in receipts .......................................................................................................................... ............ (1) ............

1 Not applicable.

8. Estimated impact on State, local, and tribal governments: H.R.
3460 contains no intergovernmental mandates as defined in Public
Law 104–4 and would have no direct impact on the budgets of
state, local, or tribal governments.
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9. Estimated impact on the private sector: H.R. 3460 would im-
pose new private-sector mandates, as defined in Public Law 104–
4, by authorizing the PTO to raise or assess new fees for certain
services it provides, and by placing requirements on providers of
invention development services. First, the bill would impose higher
costs on private-sector entities that use PTO services by enabling
the Office to assess fees to offset the cost of publishing patent ap-
plications. Second, the bill would mandate that every contract for
invention development services between invention developers and
inventors be in writing and contain specific language. In addition,
H.R. 3460 would require invention developers to produce and de-
liver reports containing specific information about the status of
services provided to their customers at least once every three
months throughout the term of the contract.

CBO estimates that the costs associated with new private-sector
mandates in the bill would fall below the $100 million threshold
specified in Public Law 104–4. During the first five years that the
mandates were effective, payments of new fees would total, on av-
erage, about $20 million a year, and the costs imposed on providers
of invention development services would not be significant because
the additional requirements are modest and the industry is small.

10. Previous CBO estimate: None.
11. Estimate prepared by:

Federal cost estimate: Rachel Forward and Jonathan Womer;
State and local government impact: Leo Lex;
Private-Sector Impact: Matthew Eyles.

12. Estimate approved by: Robert A. Sunshine, for Paul N. Van
de Water, Assistant Director for Budget Analysis.

INFLATIONARY IMPACT STATEMENT

Pursuant to clause 2(l)(4) of rule XI of the Rules of the House
of Representatives, the Committee estimates that H.R. 3460 will
have no significant inflationary impact on prices and costs in the
national economy.

SECTION-BY-SECTION ANALYSIS AND DISCUSSION

Section 1.—Short title
This section entitles the Act as the ‘‘Moorhead-Schroeder Patent

Reform Act.’’

Section 2.—Table of contents
This section sets forth the table of contents for the bill.

TITLE I—PATENT AND TRADEMARK OFFICE GOVERNMENT
CORPORATION

Section 101.—Short title
This section entitles this title the ‘‘Patent and Trademark Office

Government Corporation Act of 1996.’’
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SUBTITLE A—UNITED STATES PATENT AND TRADEMARK OFFICE

Section 111.—Establishment of Patent and Trademark Office as a
government corporation

This section amends section 1 of title 35, United States Code (35
U.S.C. § 1) to establish the United States Patent and Trademark
Office (hereinafter the PTO or the Office) as a wholly owned gov-
ernment corporation under chapter 91 of title 31, United States
Code (31 U.S.C. § 9101 et seq.). The Office will continue to be under
the policy direction of the Secretary of Commerce. As a body cor-
porate and government agency, the Office will have the authority
to direct its personnel, procurement, budget, and similar adminis-
trative functions in a manner consistent with the flexibilities re-
quired for business-like operations, without supervision by any de-
partment unless expressly provided for in the Act, but subject to
the specific oversight provisions contained in the Act. Establishing
the PTO as a separate entity under the policy direction of the Sec-
retary of Commerce permits the Office to establish its own rules,
regulations, and other processes. It is anticipated that the Office
will achieve savings and efficiencies from its status as a wholly
owned government corporation separate from the rules and proce-
dures of departments and agencies of the United States Govern-
ment, while allowing the Administration to achieve an integrated
approach on patent and trademark policy an on general policies af-
fecting jobs, trade and technology.

Subsection (a) establishes the United States Patent and Trade-
mark Office as a wholly-owned government corporation under the
policy direction of the Secretary of Commerce on all matters within
his purview such as international treaties and agreements concern-
ing patents and trademarks, domestic patent and trademark legis-
lation, and issues involving interagency coordination.

Subsection (b) requires that the Office maintain its offices in the
Washington, D.C. metropolitan area for purposes of service of proc-
ess and authorizes the Office to establish satellite offices elsewhere
as well. Venue in civil actions to which the Office is subject is es-
tablished in the district in which the principal office is located.

Section 112.—Powers and duties
This section amends section 2 of title 35, United States Code (35

U.S.C. § 2) to provide the Office with the powers and authorities
necessary to carry out its functions as a wholly owned government
corporation.

Subsection (a)(1) provides that the PTO, as a sovereign agency
of the United States, will be responsible for the granting and issu-
ing of patents and the registering of trademarks. These functions
are transferred to the Office under Section 123 of the Act. Article
I, Section 8, paragraph 8 of the Constitution of the United States
gives to the Congress the power to promote the progress of science
and the useful arts, by securing for limited times to authors and
inventors the exclusive right to their respective writings and dis-
coveries. The Constitution leaves to the discretion of the Congress
the manner in which those rights are provided. Congress has au-
thority under the Commerce Clause of the Constitution to provide
a uniform trademark law for the United States and to designate a
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body responsible for maintaining a register for protected marks.
The PTO, as a wholly owned government corporation, will be able
to carry out the functions necessary for the granting and issuing
of patents and the registering of trademarks more efficiently and
cost effectively than would be the case if the Office were subject to
the limitations placed on taxpayer funded Departments and Agen-
cies.

Subsection (a)(2) authorizes the Office to carry out studies, pro-
grams, exchanges of products and services regarding domestic and
international patent and trademark law. In addition, the Office is
responsible for its own administration and for other functions that
are assigned to the Office by law, including any programs involving
the recognition, identification, assessment, or forecast in connection
with patented technology and its utility to industry.

Subsection (a)(3) makes the PTO responsible for cooperative
studies and programs with foreign patent and trademark offices
and international organizations related to the granting and issuing
of patents and the registration of trademarks. The Office is author-
ized to transfer up to $100,000 to the State Department, with the
concurrence of the Secretary of State, for making payments to
international intergovernmental organizations, such as the World
Intellectual Property Organization, for studies and programs pro-
moting international cooperation in connection with patents, trade-
marks, and related matters. The payments referred to may be in
addition to other payments or contributions to these international
intergovernmental organizations.

Subsection (a)(4) makes the PTO responsible for disseminating to
the public information about patents and trademarks. This is done
currently though the Patent and Trademark Depository Library
program, the sale of electronic data to information vendors, and the
provision of public access through the World Wide Web (the com-
mercial multi-media component of the Internet, or national and
global information infrastructure), as well as through other pro-
grams for the public. It is expected that these programs would con-
tinue and others would be developed. In fulfilling the responsibility
set out under Subsection (a)(4), the Office should pursue policies
that most effectively, efficiently, and broadly disseminate patent
and trademark information. In so doing, the Office should continue
to balance PTO direct services with its program that provides bulk
data in electronic form for a fee to any member of the public wish-
ing to buy it. The PTO program has been one of the most successful
in government in terms of broad, far-reaching, efficient and effec-
tive dissemination of information. With regard to direct services,
the Office should continue the policy which provides, for a fee, on-
site direct access to the Automated Patent System (APS) in the
public search room and in the Patent and Trademark Depository
Libraries; and the policy which provides, for no cost to the user, ac-
cess via the internet to bibliographic records of patents issued over
the most recent 20 year period. The Office should continue the pol-
icy which provides bulk patent and trademark text and image data
in electronic form, for a fee which is based on the cost of dissemina-
tion. A vigorous, competitive private sector patent information dis-
semination industry has emerged as a direct result of the Patent
and Trademark Office’s excellent bulk dissemination program. The
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PTO should proceed with caution before creating any direct-to-end-
user retail services because they could undercut the value of the
bulk dissemination program and the value of the patent informa-
tion products and services now sold.

Subsection (b) identifies the specific powers granted the PTO to
carry out its functions efficiently and in a cost effective manner.

Subsection (b)(1) specifies that the Office shall have perpetual
succession.

Subsection (b)(2) authorizes the PTO to adopt and use a cor-
porate seal that is to be judicially noticed. All letters patent, trade-
mark registration certificates, and other official papers issued by
the Office are to be authenticated with the seal.

Subsection (b)(3) provides that the Office may sue and be sued
in its own name. Wholly owned government corporations generally
have ‘‘sue and be sued’’ status which is specific to the body cor-
porate. The provision also specifies that the PTO generally may be
represented by its own attorneys. The provisions regarding imple-
mentation of the Office’s authority to sue and be sued are in sec-
tion 7 of this title, which allows the Justice Department to rep-
resent the Office in lieu of the Office’s own attorneys at the discre-
tion of the Attorney General.

Subsection (b)(4) authorizes the PTO to indemnify all officers,
employees and agents of the Office, including the members of the
Management Advisory Board, against liabilities and expenses in-
curred within the scope of their employment.

Subsection (b)(5) authorizes the PTO to adopt, amend, and repeal
any bylaws, rules, regulations, and determinations that govern the
conduct of its business and the exercise of the powers granted to
the Office by law. The adoption, amendment, and repeal of bylaws,
rules, regulations, and determinations are to be made after notice
and an opportunity for full participation by interested public and
private parties. The purpose of any such adoption, amendment, or
repeal should be to facilitate and expedite the processing of patent
and trademark applications, particularly through the use of elec-
tronic media. The provisions of section 122 regarding the confiden-
tial treatment of patent applications are to be adhered to in any
expedited processing. With regard to any bylaws, rules, regulations,
and determinations regarding the recognition and conduct of
agents, attorneys, or other persons representing applicants or other
parties before the Office (the bar of the PTO), the PTO is expressly
authorized to require, before granting recognition to anyone who
wishes to represent others before the Office, that party show that
he or she is of good moral character and reputation and is qualified
to render applicants and others valuable service, advice, and assist-
ance in procedures before the office. The power to recognize in-
cludes the power to revoke recognition once granted in accordance
with the rules and regulations governing the conduct of those au-
thorized to practice before the Office.

Subsection (b)(6) gives the PTO broad authority to manage its
own real and personal property, or any interest in property. The
Office is authorized to acquire, construct, purchase, lease, hold,
manage, operate, improve, alter, and renovate any real, personal,
or mixed property or any interest in such property, that it consid-
ers necessary to carry out the responsibilities assigned to it.
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Subsecton (b)(7) provides that the PTO may make purchases,
contract for the construction, maintenance, or management and op-
erations of facilities, and contract for supplies or services without
regard to (1) the Federal Property and Administrative Services Act
of 1949 (‘‘FPAS’’) (40 U.S.C. § 471 and following), (2) the Public
Buildings Act of 1949 (40 U.S.C. § 601 and following), and (3) the
Stewart B. McKinney Homeless Assistance Act (the McKinney Act)
(42 U.S.C. §§ 11301 and following). Subsections (b)(7) (A) and (B)
provide the PTO with authorities to oversee its own acquisitions.

The FPAS contains many detailed requirements that are not ap-
propriate for businesslike operations of a fee-funded government
corporation and that often impose substantial administrative costs.
For example, the photocomposition procurement for the Patent and
Trademark Office took over two and one-half years to complete re-
sulting in wasted Office resources, necessitating sole-source exten-
sions, and revisions of requirements to keep pace with technology
advances. The Office, as a nontaxpayer-funded, fee-funded govern-
ment corporation, has a responsibility to minimize operating costs
while assuring a fair and competitive process that reduces the over-
all cost of acquisitions. The PTO is expected to follow prudent busi-
ness practice that achieve the objectives of FPAS, such as obtaining
effective competition, ensuring that prices for supplies and services
are fair and reasonable, and that delivery times are reasonable.
The Office remains subject to the oversight provisions in the Act,
as well as existing ethics in government Acts.

The Public Buildings Act gives the Administrator of the General
Services Administration (‘‘GSA’’) exclusive authority to acquire and
manage office space for federal agencies. While this system may be
justified for taxpayer-funded agencies, it is inappropriate and is not
cost-effective when applied to nontaxpayer-funded government cor-
porations which are created to operate intrinsically under business-
like principles. GSA may not always be able to respond to the
PTO’s needs in a timely manner. To ensure timely and cost-effec-
tive space acquisition and management, the Office must have au-
thority to act on its own behalf in appropriate circumstances. In
addition, GSA imposes surcharges upon agencies for the provision
of its services. Funds used to pay these surcharges could be better
used by the PTO in conducting its business. Mandatory, rather
than discretionary, GSA authority conflicts with the Office’s need
to acquire its own space in a businesslike manner. This proposal
is consistent with the current trend for GSA to be an asset man-
agement agency rather than a provider of services.

The McKinney Act requires that real property being disposed of
by a federal agency must be screened by the Department of Hous-
ing and Urban Development to determine whether the property
may be used by agencies assisting the homeless. Because any real
property that the PTO might acquire would be paid for with patent
and trademark fees, rather than with taxpayer moneys, it is inap-
propriate to apply the McKinney Act to disposal of PTO property.

Subsection (b)(7)(B) exempts the PTO from the requirements for
printing and binding in sections 501–517 of title 44, United States
Code (44 U.S.C. §§ 501–517) and from the requirements of execu-
tive and judiciary printing and binding in sections 1101–1123 of
title 44, United States Code (44 U.S.C. §§ 1101–1123). There are in-
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stances when it may be more efficient for the Office to have access
to alternative printing sources. For example, the Office is develop-
ing the capability to print trademark registration certificates di-
rectly from its automated computer systems, making it unneces-
sary to obtain outside printing services. Without the exemption, the
Office would be unable to realize the cost savings associated with
this and future plans for technological improvement.

Subsection (b)(8) authorizes the PTO to use services, equipment,
personnel and facilities of other United States departments, agen-
cies, and instrumentalities with their consent and with reimburse-
ment. The Office is also authorized to cooperate with other depart-
ments, agencies, and instrumentalities by allowing them the use of
services, equipment, and facilities of the Office in a like manner.

Subsection (b)(9) authorizes the PTO, if it deems it appropriate,
to obtain services from the Administrator of General Services
under the same conditions that those services are made available
to other agencies of the United States.

Subsection (b)(10) authorizes the PTO to use the services,
records, facilities, or personnel of any State or local government
agency or instrumentality, any foreign government, or any inter-
national organization, with their consent and that of the United
States, to perform functions on its behalf.

Subsection (b)(11) provides the PTO with the authority to deter-
mine the character of, and necessity for, its financial obligations
and expenditures and the manner in which they are incurred, al-
lowed, and paid, subject to statutes expressly applicable to wholly
owned government corporations; title 35, United States Code; and
the Act of July 5, 1946 (commonly referred to as the ‘‘Trademark
Act of 1946’’). The PTO’s use of its funds, therefore, would be sub-
ject only to the restrictions in its enabling law and in the relevant
provisions of the Government Corporation Control Act and other
laws specifically applicable to wholly owned government corpora-
tions. The Comptroller General no longer would certify the Office’s
obligations and expenditures. The Office would retain this author-
ity. This method of operation is appropriate since the Office’s funds
derive from its own revenues and receipts, not from taxpayer
funds.

Subsection (b)(12) authorizes the PTO to retain and use of all of
the revenues, receipts, and other monies that arise from activities
of the Office for the operations of the Office, subject to oversight
provisions of the Act and the Government Corporation Control Act.
Subsection (b)(12) clarifies that the Office’s funding is derived prin-
cipally from fees paid for the Office’s services, which are set by
Congress. Accordingly, Congress directly controls the budget of the
PTO. Revenues are not derived from appropriated, general tax-
payer funds. This statement recognizes current conditions of the
Patent and Trademark Office. Since fiscal year 1993, the Office has
relied upon user fees for all of its revenues. Except for restrictions
on required surcharge fees under the provisions of section 10101 of
the Omnibus Budget Reconciliation Act of 1990 (35 U.S.C. § 41
note), all funding is available to the Office for the conduct of its af-
fairs. The authority granted to the PTO in this charter is consist-
ent with that prevailing prior to incorporation under this Act, ex-
cepting certain restrictions associated with the appropriation and
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apportionment processes. Exemption from the apportionment proc-
ess affords flexibility to the PTO in the management of its financial
resources to enhance operating efficiencies.

Subsection (b)(13) gives the PTO the priority of the United States
in connection with the payment of any debts from bankrupt, insol-
vent, and decedents’ estates.

Subsection (b)(14) authorizes the PTO to accept gifts or donations
of services and property. This provision mirrors those of 12 other
Executive agencies and currently applies to the Patent and Trade-
mark Office. The requirements of, and regulations establishing
standards for ethical conduct for executive branch employees under
Appendix 5 of title 5, United States Code, including those regard-
ing the acceptance of gifts, will continue to apply to officers and
employees of the PTO as will the provisions of Chapter 11 of Title
18 of the United States Code.

Subsection (b)(15) authorizes the PTO to execute any legal in-
struments necessary and appropriate for the exercise of its powers
and authorities. Such execution shall conform to the bylaws, rules
and regulations established by the office for the exercise of such
powers and authorities.

Subsection (b)(16) authorizes the PTO, either by contract or
through self-insurance, to provide for liability insurance and insur-
ance against loss in connection with any of its property, other as-
sets, or operations.

Under subsection (b)(17), the PTO’s funds will be the source of
payment of any settlement of or judgment on claims against the
Office.

Section 113.—Organization and management
This section amends section 3 of title 35, United States Code,

substituting new language. Subsection (a)(1) vests the management
of the PTO in a Commissioner of Patents and Trademarks (the
‘‘Commissioner’’) who is appointed by the President, by and with
the advice and consent of the Senate. The Commissioner must be
a person who, by reason of knowledge of patent or trademark law
and management experience, is specially qualified to manage the
Office. While it is the intent of the Act that the PTO and the Com-
missioner control the policies, practices and operation of the Office
in accordance with Presidential and Congressional direction and
expectations, it is also the intent of the Act that whomever the
President appoints, that individual be uniquely qualified to manage
a government corporation that performs the important and essen-
tial function of granting and issuing of patents and registering
trademarks.

Subsection (a)(2) establishes the duties of the Commissioner to
include the managing and directing of the PTO, which includes the
granting and issuing of patents and the registration of trademarks.
Those duties are to be performed in a fair, impartial and equitable
manner. This responsibility includes the establishment of the orga-
nization of the Office, the number and types of its offices and the
filling thereof, ensuring equitable term and other properties inher-
ent in patents issued by the Office, and the definition of the duties
assigned to employees and officers of the Office. The Commissioner
is charged with advising the President, through the Secretary of
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Commerce, regarding all activities the Office undertakes on trea-
ties and executive agreements entered into by the United States or
that are related to cooperative programs with authorities of foreign
governments regarding the granting of patents and the registration
of trademarks. In addition, the Commissioner is to recommend to
the President, through the Secretary of Commerce, any changes in
the law or in policy that might improve U.S. citizens abilities to se-
cure and enforce patent rights and trademark rights in the United
States and abroad.

On issues involving the operation of the Office, the Commissioner
is to consult with the Management Advisory Board (the ‘‘Advisory
Board’’), established in section 5 of title 35, United States Code (35
U.S.C. § 5). The Commissioner also shall consult with the Advisory
Board before submitting budget proposals to the Office of Manage-
ment and Budget, before changing patent or trademark regula-
tions, and before proposing to Congress that it change patent and
trademark user fees.

A program for identifying national security positions and provid-
ing for appropriate security clearances must be established by the
Commissioner in consultation with the Director of the Office of Per-
sonnel Management.

Subsection (a)(3) sets the Commissioner’s term at 5 years and
whatever time thereafter is required for a successor to be appointed
and confirmed and actually assume the office. The number of terms
as individual may serve as Commissioner is not limited. The 5-year
term ensures the continuity of the management of the Office, and
is intended to foster the selection of a non-political appointee who
is qualified to manage the detailed operations of the Office and to
look after the integrity of the examining process.

Subsection (a)(4) requires that before assuming office, the Com-
missioner take an oath to discharge faithfully the duties of the
Commissioner as the head of an agency of the United States.

Subsection (a)(5) sets the Commissioner’s compensation at the
rate of basic pay in effect for level II of the Executive Schedule
under section 5313 of title 5, United States Code (5 U.S.C. § 5313).

Subsection (a)(6) prohibits removal of the Commissioner by the
President except for cause. This restriction buttresses the non-polit-
ical nature of the position to foster the selection of a Commissioner
by the President who will be best qualified to oversee the fiscal ele-
ments of the office and who will be independently concerned with
the integrity of the examination process. All national policy con-
cerning patent and trademark protection remains vested in the
Secretary of Commerce, who serves at the pleasure of the Presi-
dent. Therefore, the removal restriction does not preclude the
President from dismissing an officer for failure to carry out his
policies and accordingly does not impede the President’s ability to
perform his constitutional duty.

Subsection (a)(7) requires the Commissioner to designate an offi-
cer of the PTO who will be vested with authority to act as Commis-
sioner in the event of absence or incapacity of the Commissioner.
This assures the continuity of management of the Office.

Subsection (b) deals with the officers and employees of the PTO
other than the Commissioner. Subsection (b)(1) requires the Com-
missioner to appoint a Deputy Commissioner for Patents and a
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Deputy Commissioner for Trademarks, whose terms are co-exten-
sive with the Commissioner’s term. Each person is to have had
demonstrated experience in the field of law for which he or she will
be responsible. The Deputy Commissioner for Patents and the Dep-
uty Commissioner for Trademarks are to advise the Commissioner
on all activities of the Office that affect the administration of the
section of the Office for which that Deputy is responsible.

Subsection (b)(2) requires the Commissioner to appoint officers,
employees (including attorneys) and agents whom the Commis-
sioner deems necessary to carry out the functions of the Office. The
Commissioner is authorized to fix the rate of compensation for the
officers and employees, except as the provisions of subsection (e)
provide. Finally, the subsection authorizes the Commissioner to de-
fine the authority and duties of the Office’s officers and employees
and to delegate the powers required to carry out those duties. Sub-
section (b)(2) also makes it clear that its is Congress’ intent that
no administrative or statutory limitations on the number of posi-
tions or the number of personnel are to apply to the PTO and the
none of the positions or personnel of the Office are to be taken into
account in applying any such limitation to other departments and
agencies of the United States Government.

Subsection (c) prohibits, unless otherwise provided by law, fixing
the annual rate of basic pay for any officer or employee of the PTO
at a rate that exceeds the annual rate of basic pay in effect for the
Commissioner for the year concerned. The total compensation
(above and beyond the rate of basis pay, e.g., including bonuses and
merit rewards) payable to any officer or employee also may not ex-
ceed the annual rate of basic pay in effect for the Commissioner for
the year concerned. The Commissioner is required to promulgate
regulations necessary to ensure that these limits are maintained.

Subsection (d) exempts the Office and its employees from all of
the provisions of title 5, United States Code, except for those spe-
cifically listed in subsections 113(e) and 113(f). The Office is still
subject to section 3110, relating to employment of relatives; Sub-
chapter II of chapter 55, relating to withholding pay; subchapters
II and III of chapter 73, relating to employment limitations and po-
litical activities (the ‘‘Hatch Act’’), respectively; chapter 71, relating
to labor-management relations; section 3303, relating to political
recommendations (the ‘‘Hatch Act’’); subchapter II of the chapter
61, relating to flexible and compressed work schedules; chapter 81,
relating to compensation for work injuries; subchapter III of chap-
ter 83 and chapter 84, relating to the Federal Employees Retire-
ment System; chapter 87, relating to life insurance; and chapter 89,
relating to health insurance. To replace the rest of title 5, United
States Code, the Office will engage in collective bargaining over
compensation, leave and disciplinary procedures, and, consistent
with Subsection (g), create its own employee relations and labor re-
lations programs in line with title 5 merit principles.

Subsection (e)(2)(A) specifically requires the Office, consistent
with chapter 71, United States Code, to bargain in good faith with
its unions over basic pay and other forms of compensation subject
only to exceptions set forth in Subsections (e)(2)(B). This subsection
confers upon the Office’s unions the right to bargain with the Office
over its decisions regarding basic pay and compensation up to a
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maximum which is defined as the annual rate of basic pay in effect
for the Commissioner.

Subsection (e)(2)(B) specifically prohibits the Office and its
unions from bargaining over benefits listed in paragraphs (1), (2),
(3) and (4) of subsection (f). This subsection affords sole and exclu-
sive rights to the Office to choose to supplement basic retirement
benefits, health benefits, life insurance benefits or employee com-
pensation benefits, beyond those guaranteed to the Office’s employ-
ees under applicable sections of title 5, United States Code. No col-
lective bargaining is permitted regarding supplemental benefits.

Subsection (e)(2)(C) prohibits of Office through collective bargain-
ing from exceeding the limits on compensation set forth in sub-
section 113(c). While the Office is obligated to bargain regarding
basic pay and compensation with its unions, the maximum amount
of compensation is established by this Act.

Subsection (f) maintains eligibility for officers and employees of
the Office to participate in the retirement and benefits programs
under subchapter III of chapters 83 (Civil Service Retirement Sys-
tem), chapter 84 (Federal Employees Retirement System), chapter
87 (life insurance), chapter 89 (health insurance) and chapter 81
(compensation for work injuries) of title 5 except to the extent that
the Office augments them. Any regulations needed to carry out
these provisions shall be prescribed, as they are now, by the Office
of Personnel Management. Government contributions and computa-
tions shall be made by the Office in the same manner as provided
under sections 8334(a)(1), 8401(9), 8334(k)(1)(B), (8905(b), 8706(b)
(1) or (2), 8708(d) and 8906(g)(2) of title 5. The Office remains re-
sponsible for reimbursing the Employees’ Compensation Fund for
compensation paid or payable after the effective date of incorpora-
tion.

Subsection (g)(1) requires the Office to establish an employee re-
lations and a labor relations system that is exempt from all provi-
sions of title 5, United States Code, except for those specifically
listed in subsections 223(e) and 113(f). The Office has flexibility in
establishing terms and conditions of employment, including em-
ployee benefits, rates of pay, performance-based compensation, and
other terms and conditions of employment consistent with the re-
quirements of these sections. Subsection (g) requires that such
terms and conditions of employment must be consistent with merit
principles now set forth in 2301(b) of title 5, provide veterans pref-
erence protections equivalent to those established by sections 2108,
3308–3318, and 3320 of title 5 and be consistent with chapter 71
of title 5, United States Code, particularly those provisions set
forth in subsection (g).

The Office needs to establish its own regulations in order to have
the flexibility to hire a well qualified work force. The current em-
ployment and compensation regulations limit that flexibility. It is
imperative that the Office be able to attract and retain a high cali-
ber of professionals learned in emerging technologies. There is an
increasing demand for patent and trademark protection. Respond-
ing to that demand requires an ever-changing mix of legal and
technical expertise. The Office needs the ability to establish dif-
ferent compensation and employment packages based on a scarcity
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of patent and trademark examination and processing skills to re-
spond to the demand.

Subsection (g)(2) provides for the continuation of all labor agree-
ments that are in effect on the day before the effective date of the
Act. Should any of the unions not have a labor agreement in effect
on that date, terms and conditions of employment shall continue
unless and until changed by the Office or as otherwise set forth in
the Act.

Subsection (h) provides that all officers and employees of the cur-
rent Patent and Trademark Office will become officers and employ-
ees of the United States Patent and Trademark Office on the effec-
tive date of the Act, without a break in service. In addition it sets
forth the conditions under which individuals employed by the De-
partment of Commerce shall be transferred to the Office on the ef-
fective date of the Act. Any amount of sick or annual leave and
compensatory time accumulated under title 5, United States Code,
before the effective date of the Act by employees covered in this
subsection will become obligations of the Office. The subsection also
provides that, as a transition, officers and employees of the Office
who are terminated within 2-years of incorporation shall maintain
the same rights and benefits the employee would have had if the
termination had occurred immediately before the date of incorpora-
tion.

Subsection (h)(5) provides for the transition to the Office of the
individuals serving as Commissioner of Patent and Trademarks,
Assistant Commissioner for Patents, and Assistant Commissioner
for Trademarks. Because the transformation of the Patent and
Trademark Office into a government corporation will not alter the
basic structure of the Office, and because the Commissioner of the
PTO will assume nearly identical responsibilities to those of the
current Commissioner, the appointment of the current Commis-
sioner as the initial Commissioner for the government corporation
would not violate the Appointments Clause of Article II of the Con-
stitution and will provide for a smooth transition. For example, un-
like the restructuring that took place when the board-led Federal
Home Loan Bank Board was transformed into the Office of Thrift
Supervision where the board was replaced by one officer, the PTO
structure will remain virtually the same. New duties are conferred
on the office, rather than on a particular officer, and the nature is
not significantly transformed as far as the essential functions of
the agency.

Subsection (i) allows employees of the Office to maintain for pur-
pose of appointment to the competitive service elsewhere in the fed-
eral government, any competitive status that employee had ac-
quired before the effective date of the Act. Employees of the Office
will not be in the competitive service; consequently, they will not
be able to acquire competitive status. This subsection allows em-
ployees of the Office who had already acquired competitive status
before becoming employees of the Office to maintain such status.

Subsection (j) provides for the continuity of compensation, bene-
fits and other terms of conditions of employment in effect imme-
diately before the effective date of the Act to remain in effect until
changed in accordance with this subsection. Subsection (j)(2) re-
quires that basic pay for employees or officers may not be less than
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that in effect on the effective date of the Act unless agreed to by
their exclusive representative as a term of a collective bargaining
agreement or for inefficiency, neglect of duty, or misconduct on the
part of the individual. Under the Act, the Office’s unions are per-
mitted to bargain over basic pay. This subsection permits these ne-
gotiations to include the reduction in basic pay. It also permits the
Office the flexibility to reduce basic pay as a corrective action for
poor performance and misconduct by an individual employee or of-
ficer.

Subsection (k) requires the Office to establish a personnel system
that does not permit the removal from federal service of patent ex-
aminers, examiners-in-chief, trademark examiners or members of
the Trademark Trial and Appeal Board for any reason unless such
removal promotes the efficiency of the Office. This provision is in-
tended to protect quasi-judicial government officials who perform
an essential government function from being exposed to outside in-
fluence or pressure by granting to them the title 5 protections
against removal that they currently receive.

Section 114.—Management Advisory Board
Section 114 adds a new section 5 to title 35, United States Code

to establish a Management Advisory Board for the PTO. Section
(a)(1) specifies that the Board shall be comprised of twelve mem-
bers. Four of the members are to be appointed by the President,
four by the Speaker of the House of Representatives, and four by
the President pro tempore of the Senate. No more than three of the
four members appointed by each appointing authority may be
members of the same political party.

Subsection (a)(2) sets the term of the Advisory Board’s members
at four years and no member may serve more than a single term.
During the first appointment, each of the appointing authorities
shall appoint one member for a term of one year, one for a term
of two years, one for a term of three years, and one for a full term
of four years.

Subsection (a)(3) requires that the President designate a member
of the Advisory Board to serve as Chair for a term of three years.

Subsection (a)(4) requires that the appointment of members to
the Advisory Board be made within three months of the effective
date of the Act. Vacancies must be filled within three months of
their occurrence.

Subsection (a)(5) specifies that vacancies on the Advisory Board
are to be filled in the same way the original appointments were
made. Those members appointed to fill a vacancy of a member who
did not complete his or her term of appointment shall serve only
for the remainder of that term. Members may continue to serve
after their term expires until a successor is appointed.

Subsection (a)(6) requires that the Chair designate members of
the Advisory Board to serve on a committee concerned with patent
operations and a committee concerned with trademark operations.
The members of these committees are to be responsible for the du-
ties identified in subsection (e) in connection with patent oper-
ations and trademark operations, respectively.

Subsection (b) requires that those persons appointed to be mem-
bers of the Advisory Board be citizens of the United States. The
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members are to be chosen so that they reflect the interests of di-
verse users of the PTO. Among those chosen as members of the Ad-
visory Board are to be individuals who have substantial experience
and achievement in corporate finance and in management.

Subsection (c) makes the members of the Advisory Board special
government employees within the meaning of section 202 of title
18, United States Code (18 U.S.C. § 202). Advisory Board members,
therefore, will be subject to certain ethics laws governing represen-
tation of others before the United States during and following em-
ployment and participation in matters in which the party has a fi-
nancial interest, as provided in sections 203, 205, 207, 208, and 209
of title 18.

Subsection (d) authorizes the Chair to call meetings of the Advi-
sory Board and to establish the agenda for the meeting.

Subsection (e) requires the Advisory Board to review the policies,
goals, performance, budget, and user fees of the PTO and to pro-
vide advice to the Commissioner on these matters. In addition, the
Advisory Board is required to submit an annual report on the mat-
ters which it reviews to the President and to the Committees on
the Judiciary of the Senate and the House of Representatives with-
in 60 days of the end of the fiscal year. A copy of that report must
be published in the PTO’s Official Gazette.

Subsection (f) authorizes compensation for the members of the
Advisory Board for each day (including travel time) during which
they are attending meetings or conferences of the Advisory Board
or are otherwise engaged in work on behalf of the Advisory Board.
The rate of pay at which the members may be compensated is the
daily equivalent of the annual rate of basic pay in effect for level
III of the Executive Schedule under section 5314 of title 5. In addi-
tion, the subsection authorizes travel expenses, including per diem
in lieu of subsistence for periods when the members must be away
from their homes and regular places of business, as provided in
section 5703 of title 5, United States Code.

Subsection (g) requires the PTO to provide members of the Advi-
sory Board with access to records and information in the Office, ex-
cept for personnel or other privileged information and information
concerning patent applications required to be kept in confidence by
section 122.

Section 115.—Conforming amendments
Subsection (a) repeals section 6 of title 35, United States Code

(35 U.S.C. § 6), along with the heading for that section in the table
of contents for Chapter 1 of title 35. The duties that were assigned
the Commissioner under section 6 are replaced by the provisions of
Sections 112 and 113 of this Act.

Section 31 of title 35, United States Code (35 U.S.C. § 31) and
the heading for that section in the table of contents for chapter 3
are also repealed. The authority for issuing regulations and rules
governing the recognition and conduct of agents, attorneys, or other
persons representing applicants and other parties before the Office
are replaced by the provisions of Section 112(b) of this Act.
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Section 116.—Trademark Trial and Appeal Board
This section amends section 17 of the Act of July 5, 1946 (com-

monly referred to as the ‘‘Trademark Act of 1946’’) (15 U.S.C.
§ 1067) to require, in subsection (a), that in every case of inter-
ference, opposition to registration, application to register as a law-
ful concurrent user, or application to cancel the registration of a
mark, the Commissioner shall give notice to all parties and direct
that the matter by decided by a Trademark Trial and Appeal
Board.

Subsection (b) specifies that the Board will include the Commis-
sioner, the Deputy Commissioner for Patents, the Deputy Commis-
sioner for Trademarks, and other members who are competent in
trademark law who have been appointed by the Commissioner.

Section 117.—Board of Patent Appeals and Interferences
This section amends section 7 of title 35, United States Code (35

U.S.C. § 7) to provide for a Board of Patent Appeals and Inter-
ferences in the PTO, composed of the Commissioner, the Deputy
Commissioner for Patents, the Deputy Commissioner for Trade-
marks, and examiners-in-chief. The examiners-in-chief are to have
competent legal knowledge and scientific ability.

Subsection (b) assigns to the Board of Patent Appeals and Inter-
ferences responsibility for reviewing written appeals from adverse
decisions of examiners upon applications for patents and for deter-
mining priority and patentability of invention in interferences de-
clared under section 135(a) of title 35, United States Code (35
U.S.C. § 135(a)). The decisions are to be made by panels of the
Board, composed of at least three members, designated by the
Commissioner. Subsection (b) also limits the authority to grant re-
hearings to the Board itself.

Section 118.—Suits by and against the Office
This section inserts a new section 7 to title 35, and provides for

the renumbering of the existing sections.
Subsection (a)(1) of the new section 7 requires that any action

against the PTO must arise under Federal law. Jurisdiction over
civil actions by or against the Office is vested with the Federal
courts.

Subsection (a)(2) applies the Contracts Disputes Act of 1978 (41
U.S.C. § 601 and following) to any action or proceeding against the
PTO in which any claim is cognizable under such Act. The Com-
missioner is made the head of the agency for purposes of any con-
tract claims arising in connection with the Office. Other actions or
proceedings against the Office based on contract may be brought in
an appropriate Federal district court, notwithstanding the provi-
sions of title 28, United States Code.

Subsection (a)(3) establishes that any action or proceeding
against the PTO in which any claim is cognizable under section
1346(b) and chapter 171 of title 28 are subject to the limitations
and exclusive remedy available under the Federal Tort Claims Act.
Other actions or proceedings against the Office founded upon tort
may be brought in an appropriate Federal district court regardless
of the provisions of section 1346(b) and chapter 171 of title 28,
United States Code.
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Subsection (a)(4) expressly prohibits certain legal processes, such
as attachments, garnishment, liens, or similar processes from being
issued against the PTO’s property. This protection is currently
available to the property of the United States under the Office’s
custody or control. This is necessary to protect Office property and
prevent interference with the day-to-day operation of the patent
and trademark examination system. Although the Office has
waived its sovereign immunity, that waiver is limited and should
not be construed as allowing relief in any proceeding against the
Office’s property. This protection against interference with impor-
tant governmental operations is customary for wholly owned gov-
ernment corporations.

Subsection (a)(5) provides that the PTO will be substituted as a
defendant in any action or proceeding brought against an employee
of the Office, if the Office determines that the employee was acting
within the scope of the employee’s employment with the Office.
This provision is intended to give employees the same protection
from other legal actions that they currently have in tort cases. In
the event that the Office refuses to certify the scope of employment,
the officer or employee may petition the court at any time before
trial for a determination regarding the scope of employment. If the
court certifies that the employee was acting within the scope of his
or her employment, the Office would be substituted as the party
defendant. If subsection (3)(A) applies to the action or proceeding,
section 1346(b) and chapter 171 of title 28, United States Code, will
govern instead of this subsection.

Subsection (b) authorizes the PTO to be represented in actions
or proceedings in which the Office is a party or in which an officer
or employee of the Office is a party in his or her official capacity,
by attorneys employed or contracted by the Office, without prior
authorization from the Attorney General. Other government cor-
porations have the autonomy to conduct their own business affairs,
including litigation and settlement of claims, and the PTO, like-
wise, will have such authority.

Without regard for subsection (b)(1), under subsection (b)(2), the
Attorney General may represent the PTO in any suit involving the
Office where the Attorney General believes it is necessary. Also, in
any case where the Office, through the Commissioner, so requests,
the Attorney General may provide advice or represent the Office.

Subsection (b)(4) specifies that the Attorney General is to rep-
resent the PTO in any case before the Unites States Supreme
Court.

Subsection (b)(5) authorizes attorneys employed by the PTO, who
are admitted to practice to the bar of the highest court of at least
one State in the United States or of the District of Columbia to rep-
resent the Office in any legal action or proceeding in which the Of-
fice is a party even though the attorney is not a resident of the ju-
risdiction in which the action or proceeding is taking place and re-
gardless of any qualifications established by the court or adminis-
trative body before which the action or proceeding is conducted.

Section 119.—Annual report of Commissioner
This section amends renumbered section 14 of title 35, United

States Code (35 U.S.C. § 14) to require the Commissioner to pre-
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pare and submit to the Congress an annual financial and manage-
ment report meeting the requirement of section 9106 of title 31,
United States Code (31 U.S.C. § 9106). The required report will be
deemed to be the report of the PTO under that section and a sec-
ond report need not be filed.

Section 120.—Suspension or exclusion from practice
This section amends section 32 of title 35, United States Code

(35 U.S.C. § 32) to authorize the Commissioner to designate any at-
torney who is an officer or employee of the PTO to conduct any
hearing in connection with any suspension or exclusion from prac-
tice before the Office.

Section 121.—Funding
This section amends section 42 of title 35, United States Code

(35 U.S.C. § 42(a)) and provides that the Office be paid all fees col-
lected for services performed or materials furnished.

Section 42(b) provides that the PTO shall have the use of its
moneys for the functions of the Office, subject to approval in appro-
priations acts, and that moneys not used to carry out the functions
of the Office may be kept as cash on hand or on deposit, invested
in obligations of the United States or guaranteed by the United
States, or in obligations or other instruments which are lawful in-
vestments for fiduciary, trust, or public funds. Specific language de-
termines that fees available to the Commissioner be used for proc-
essing patent applications and other services and materials; and
fees available under the Trademark Act of 1946, 15 U.S.C. 1113,
be used for the processing of trademark registrations and other
services and materials.

Section 42(c) provides that the Office may borrow from the Sec-
retary of Treasury and that such borrowing will be treated as a
public-debt transaction of the United States. All borrowing shall be
subject to advance approval in appropriations Acts of the Congress
and cannot exceed amounts approved in such Acts. Any borrowing
under this subsection shall be repaid only from fees paid to the Of-
fice and surcharges appropriated by the Congress.

Section 122.—Audits
This section amends chapter 4 of part I of title 35, U.S.C. by add-

ing a new section 43, on audits, which specifies the basis upon
which the accounting records of the Office will be maintained as
well as the requirement for the preparation of annual financial
statements. These statements will be subject to audit by an inde-
pendent certified public accountant chosen by the Commissioner
and conducted in accordance with standards that are consistent
with generally accepted government auditing standards. The Com-
missioner shall transmit to the House and Senate the results of
each audit.

The Comptroller General may review, audit, and have access to
Office records. The Comptroller General reports to the Congress
and the Office the results of any reviews. This section applies to
the Office in lieu of the provisions of section 9105 of title 31.
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Section 123.—Transfers
Subsection (a) transfers the functions, powers, and duties of the

Patent and Trademark Office and the Department of Commerce
with respect to the granting and issuing of patents and the reg-
istration of trademarks to the United States Patent and Trademark
Office. The purpose of this section is to assure that the Office has
the legal authority to perform all of the Office’s functions and exe-
cute the laws that apply to the PTO.

Subsection (b) transfers to the PTO, on the effective date of the
Act, all assets, liabilities, contracts, property, records, and unex-
pended and unobligated balances of appropriations, authorizations,
allocations, and other funds and other items, employed, held, used,
arising from, available to, or to be made available to the Depart-
ment of Commerce, including any funds set aside for accounts re-
ceivable that are related to functions, powers, and duties that are
vested in the PTO by this title

SUBTITLE B—EFFECTIVE DATE; TECHNICAL AMENDMENTS

Section 131.—Effective date
This section makes the title and amendments made by it effec-

tive four months after the date of enactment of the Act.

Section 132.—Technical and conforming amendments
Subsection (a) makes conforming amendments to headings and

tables of contents in title 35, United States Code, reflecting the
amendments.

Subsection (b) makes conforming and technical changes to stat-
utes made applicable and inapplicable to the PTO, including the
Government Corporation Control Act and the Federal Property and
Administrative Services Act of 1949.

Subsection (b)(1) adds the PTO to the list of wholly owned gov-
ernment corporations. Several subsections change references to the
‘‘Patent Office’’ or the ‘‘Patent and Trademark Office’’ to the ‘‘Unit-
ed States Patent and Trademark Office.’’ References to the ‘‘Com-
missioner of Patents’’ in several statutes are changed to the ‘‘Com-
missioner of Patents and Trademarks.’’ Subsection (b)(20) amends
section 8G(a)(2) of the Inspector General Act of 1978 (5 U.S.C. App.
3 § 8G(a)(2)), to include the PTO as a ‘‘designated Federal entity,’’
thereby authorizing the Commissioner to appoint the Inspector
General of the Office.

SUBTITLE C—MISCELLANEOUS PROVISIONS

Subtitle C contains provisions which allow for the transfer of au-
thority from the Patent and Trademark Office and the Department
of Commerce to the United States Patent and Trademark Office es-
tablished under this Act which are necessary for its operation as
a sovereign agency of the United States, including references to the
authority to operate, references in legal documents, continuance of
suits and proceedings, administrative procedure and judicial re-
view, transfer of assets, delegation and assignment, and the Office
of Management and Budget’s authority to oversee these transfers.
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TITLE II—EARLY PUBLICATION OF PATENT APPLICATIONS

Section 201.—Short title
This section provides a short title: ‘‘Patent Application Publica-

tion Act of 1996.’’

Section 202.—Early publication
This section amends section 122 of chapter 11 of title 35. A new

subsection (b), in subparagraph (1)(A), provides that applications
for patent, except applications for design patents under Chapter 16
of title 35, provisional applications filed under section 111(b) of title
35 and the exceptions noted below, shall be published in accord-
ance with procedures determined by the Commissioner, as soon as
possible after the passage of 18 months from the earliest filing date
for which a benefit is sought by the applicant under title 35. This
includes any claim to the right of priority in accordance with sec-
tions 119, 365(a) and 365(b) of title 35 and any benefit of an earlier
filing date in accordance with sections 120, 121 and 365 of title
35. An application that is filed more than 18 months after the ear-
liest filing date for which a benefit is sought will be subject to im-
mediate publication. Applications, filed under the Patent Coopera-
tion Treaty, that enter the national stage in the United States will
also be subject to this publication requirement. The publication re-
quirements of this subsection are not intended to alter the practice
accorded to reissue applications. The exclusion of provisional appli-
cations filed under section 111(b) of title 35 from the publication
requirement precludes the early publication of such applications
prior to the abandonment, by operation of law if not converted to
a non-provisional application (see Section 601), of such applications
twelve months after filing. At the request of an applicant, an appli-
cation may be published earlier than passage of 18 months.

Subparagraphs (1)(B) and (1)(C) of the new subsection (b) also
provide that the Commissioner shall determine what information is
published and what information will be available after the publica-
tion at 18 months. Decisions on making information available be-
tween the date of publication and the date of issue are final and
nonreviewable.

Subsection (b)(2) provides certain exceptions to the publication
requirement in subsection (b)(1). Subparagraph (b)(2)(A) provides
that applications that are no longer pending will not be published.
Subparagraph (b)(2)(B) provides that applications subject to secrecy
orders pursuant to section 181 of title 35 will not be published.

Subparagraph (b)(2)(C) provides an exception for independent in-
ventors who file only in the United States. Upon the request of an
applicant at the time of filing, publication will not take place until
3 months after the Commissioner makes a notification to the appli-
cant under section 132 of title 35. This exception does not include
applications filed pursuant to section 363 of title 35, applications
asserting priority under sections 119 or 365(a) of title 35 or appli-
cations asserting the benefit of an earlier application under sec-
tions 120, 121, or 365(c) of title 35. Further, in a request for treat-
ment under this subparagraph, an applicant must certify that the
application was not and will not be the subject of an application
filed in a foreign country and the applicant must have been ac-
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corded the status of an independent inventor under section 41(h)
of title 35. The Commissioner may establish appropriate procedures
and fees for making a request in accordance with this subpara-
graph.

Subsection (c) establishes that the provisions of this section shall
not operate to create any new opportunity for pre-issuance opposi-
tion and that the Commissioner may establish appropriate proce-
dures to ensure that this section does not create any new oppor-
tunity for pre-issuance opposition that did not exist prior to the
adoption of this section. The publication of applications at 18
months should not operate to allow third parties an opportunity to
oppose an applicant’s application. As under current law, the proc-
ess of issuing a patent must be a process that involves only the ap-
plicant and the PTO.

Section 203.—Time for claiming benefit of earlier filing date
This section allows the Commissioner to require the early sub-

mission of a priority claim under section 119 of title 35 or the early
submission of an amendment containing a specific reference to an
earlier filed application under section 120 of title 35.

Section 119 of title 35 is amended, in subsection (b), by deleting
time limits and adding a basis for establishing a waiver of claims
for priority. Thus, the Commissioner is authorized to promulgate
rules establishing time periods during the pendency of an applica-
tion within a right to priority may be established. The failure of the
applicant to file a timely claim for priority may be considered a
waiver of any such claim, and the Commissioner may require the
payment of a surcharge as a condition of accepting an untimely
claim for priority during the pendency of an application.

Section 120 of title 35 is similarly amended by allowing the Com-
missioner to determine the time period during the pendency of an
application within which an amendment containing a specific ref-
erence to an earlier filed application must be submitted. Addition-
ally, the Commissioner may consider the failure to timely submit
such an amendment as a waiver of any benefit under this section
and to establish procedures, including the payment of a surcharge,
to accept late submissions under this section.

Section 204.—Provisional rights
This section amends section 154 of title 35 by adding a new sub-

section (d), entitled ‘‘PROVISIONAL RIGHTS.’’
Paragraph (d)(1) provides that a patent shall include the right to

obtain a reasonable royalty from any person who makes, uses, of-
fers for sale, sells, or imports in the United States the invention
as claimed in the published patent application between the time it
is published and the time the patent is issued. Subsection (d)(1)
further requires that the alleged misappropriator must have had
actual notice of the published patent application from the applica-
tion owner who is alleging misappropriation and, where necessary,
a translation of an international application into the English lan-
guage.

Subsection (d)(2) provides that the right to obtain a reasonable
royalty under this section shall be available only if the invention
claimed in the patent is substantially identical to the invention as
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claimed in the published patent application. That is, at least one
infringed claim in the published patent application must be sub-
stantially identical to at least one claim in the patent in order to
obtain a reasonable royalty under this section. The requirement for
‘‘substantial identity’’ in this section is based, by analogy, upon the
decisional law for establishing intervening rights under the reissue
statute. In section 252 of title 35, the term ‘‘identical’’ has, here-
tofore, been used without qualification, but the courts have inter-
preted that term to encompass claims that are ‘‘substantially iden-
tical.’’ Slimfold Mfg. Co., Inc. v. Kinkead Industries, Inc., 810 F.2d
1113, 1 USPQ2d 1563 (Fed. Cir. 1987). That standard has been
adopted here for provisional rights and has now been explicitly
codified in section 252 of title 35 by a conforming amendment. No
change in the law of intervening rights is intended by that con-
forming amendment and it is intended that same standard by ap-
plied in the context of provisional rights.

The ‘‘invention as claimed in the published application’’ is de-
fined by the claims present in the patent application on the date
of publication or as amended thereafter. The claims in the Patent
and Trademark office publication, as the nature, format, and con-
tent of that document is determined in accordance with require-
ment of section 122(b) of title 35, do not necessarily limit the right
to obtain a reasonable royalty under this section as the claims in
the application may have been amended as of the date of publica-
tion or thereafter. In any event, proper notice of those claims upon
which a claim for reasonable royalty is based must have been given
during the period in which provisional rights are available.

Subsection (d)(3) provides that the right to obtain a reasonable
royalty shall be available only in an action brought within 6 years
after a patent is issued and shall not be affected by the duration
of the period beginning on the date of publication of an application
and ending on the date a patent is issued. This provision is in-
cluded to make clear that the time limitation on damages set forth
in section 286 of title 35 shall not affect the ability to recover a rea-
sonable royalty for the entire period of time from publication until
issue even though that period may, itself, exceed 6 years. However,
the new subsection further provides that the right to obtain a rea-
sonable royalty for that period, however long, shall be available
only within 6 years of issue of the patent.

Subsection (d)(4) provides that the right to obtain a reasonable
royalty based upon the publication under the Patent Cooperation
Treaty of an international application designating the United
States shall commence from the date that the Patent and Trade-
mark office receives a copy of the international publication of the
international application, or, if the publication under the treaty of
the international application is in a language other than English,
from the date that the PTO receives a translation of the inter-
national application in the English language. These requirements
are in accord with the requirements in Article 29 of the Patent Co-
operation Treaty that may be imposed by national law.

Section 205.—Prior art effect of published applications
This section amends 102 of title 35 to provide a prior art effect

for applications published pursuant to new subsection 122(b) and
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international applications published under the Patent Cooperation
Treaty and expands the prior art effect of patents based upon ap-
plications filed under the Patent Cooperation Treaty.

To that end, subsection 102(e) of title 35 is amended to include,
as prior art, in paragraph (e)(1), inventions described in an applica-
tion for patent, published pursuant to subsection 122(b) of title 35,
by another filed in the United States before the invention thereof
by the applicant for patent. The effective date as prior art for in-
ventions described in application for patent which is only published
pursuant to subsection 122(b) will be the date the application is ac-
tually filed in the United States, and not any filing date to which
it might be entitled under the Paris Convention for the Protection
of Industrial Property or the Patent Cooperation Treaty. Amended
subsection 102(e) also provides that an international application
filed under the Patent Cooperation Treaty shall have the effect of
a national application published under section 122(b) of title 35
only if the international application designates the United States
and is published under Article 21(2)(a) of the Patent Cooperation
Treaty in the English language. Amended subsection 102(e) of title
35 continues to include, as prior art, in paragraph (e)(2), inventions
described in a patent granted on an application for patent by an-
other filed in the United States before the invention by the appli-
cant for patent, but deletes the language extending to a prior art
effect to a patent granted on an international application filed by
another under the Patent Cooperation Treaty. This is no longer
necessary in view of the extension of a prior art effect to the under-
lying published application pursuant to paragraph (e)(1).

Section 206.—Cost recovery for publication
The Commissioner shall recover the cost of early publication by

the amendment made in section 202 by adjusting the filing, issue,
and maintenance fees under title 35, United States Code, by charg-
ing a separate publication fee, or by any combination of these
methods.

Section 207.—Conforming changes
Section 11 of title 35, United States Code, is amended by insert-

ing ‘‘and published applications for patent’’ after ‘‘Patents’’.
Section 12 is amended in the section caption by inserting ‘‘and

applications’’ after ‘‘patents’’ and by inserting ‘‘and published appli-
cations for patents’’ after ‘‘patents’’.

Section 13 is amended in the section caption by inserting ‘‘and
applications’’ after ‘‘patents’’ and by inserting ‘‘and published appli-
cations for patents’’ after ‘‘patents’’.

The items relating to sections 12 and 13 in the table of sections
for chapter 1 are each amended by inserting ‘‘and applications’’
after ‘‘patents’’.

The table of sections for chapter 11 of title 35, United States
Code, is amended in the item relating to section 122 by inserting
‘‘; publication of patent applications’’ after ‘‘applications’’.

The table of sections for chapter 14 of title 35, United States
Code, is amended in the item relating to section 154 by inserting
‘‘; provisional rights’’ after ‘‘patent’’.
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Section 181 of title 35, United States Code, is amended in the
first paragraph by inserting ‘‘by the publication of an application
or’’ after ‘‘disclosure’’ and ‘‘the publication of an application or’’
after ‘‘withhold.’’ The second paragraph is amended by inserting
‘‘by the publication of an application or’’ after ‘‘disclosure of an in-
vention.’’ The third paragraph is amended by inserting ‘‘by the pub-
lication of the application or’’ after ‘‘disclosure of the invention.’’
Further, the third paragraph is amended by inserting ‘‘the publica-
tion of the application or’’ after ‘‘withhold.’’ Still further, the fourth
paragraph is amended by inserting ‘‘the publication of an applica-
tion or’’ after ‘‘and’’ in the first sentence.

Section 252 of title 35 is amended in the first undesignated para-
graph by inserting ‘‘substantially’’ before ‘‘identical’’ each place it
appears. This change, referred to above in the discussion relating
to provisional rights in Section 204, is not intended to change the
law of intervening rights but rather is intended only to codify exist-
ing decisional law.

Section 284 of title 35 is amended by adding at the end of the
second paragraph the following: ‘‘Increased damages under this
paragraph shall not apply to provisional rights under section 154(d)
of this title.’’ This amendment has been made because the willful-
ness necessary for the award of increased damages cannot exist in
the context of provisional rights because the fact of infringement
cannot be determined until a patent has issued. That is, there can
be no willful infringement in the period for which provisional rights
may be available because ‘‘infringement’’ within that period can
only be defined by the terms of the patented claims that are, of
course, not available until a patent issues.

Section 374 of title 35 is amended such that the publication
under Patent Cooperation Treaty, of an international application
designating the United States shall confer the same rights and
shall have the same effect under this title as an application for pat-
ent published under section 122(b) of this title, except as provided
in section 102(e) and 154(d) of title 35.

Section 208.—Patent term extension authority
Section 208 amends § 154(b) of title 35 to provide patent term

compensation for those diligent patent applicants who experience
delays beyond their control in the process of getting their patents
issued. Section 154(b)(1)(A)(i) provides that a patent applicant will
receive compensation for any time lost due to an interference pro-
ceeding under § 135(a) of title 35. Section 154(b)(1)(A)(ii) provides
that a patent applicant will receive compensation for any time lost
due to the imposition of a secrecy order pursuant to § 181 of title
35. Section 154(b)(1)(A)(iii) provides that a patent applicant will re-
ceive compensation for any time lost due to appellate review by the
Board of Patent Appeals and Interferences or by a federal court
where the patent was issued pursuant to a decision in the review
reversing an adverse determination of patentability. Section
154(b)(1)(A)(iv) provides that a patent applicant will receive com-
pensation for any time lost due to an ‘‘unusual administrative
delay’’ by the PTO in issuing the patent.

‘‘Unusual administrative delay’’ is strictly defined to impose an
objective time clock on the PTO in issuing a patent. Any time the
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PTO takes in excess of the stated minimums is automatically and
fully compensated. An unusual administrative delay is defined as
the failure of the PTO to: (I) make a notification of the rejection
of any claim for a patent or any objection or argument under sec-
tion 132 of this or give or mail a written notice of allowance under
section 151 of title 35 not later than fourteen months after the date
on which the application was filed; (ii) respond to a reply under
section 132 of this title or to an appeal taken under section 134 of
this title not later than four months after the date on which the
reply was filed or the appeal was taken; (iii) act on an application
not later than four months after the date of a decision by the Board
of Patent Appeals and Interferences under sections 134 or 135 of
this title or a decision by a Federal court under sections 141, 145,
or 146 of this title where allowable claims remain in an application;
or (iv) issue a patent not later than four months after the date on
which the issue fee was paid under section 151 of this title and all
outstanding requirements were satisfied.

The constraint upon the PTO in section 154(b)(1)(B)(i), does not
imply that a written notice of allowance under section 151 of title
35 must be given or mailed not later than 14 months after the date
on which the application in issue was filed. Rather, this constraint
could be satisfied if a notification of the rejection of any claim for
a patent or any objection or argument under section 132 of title 35
is made not later than 14 months after the date on which the ap-
plication in issue was filed.

Section 154(b)(2)(A) provides that the total duration for exten-
sions granted under subsections (i) and (ii) of § 154(b)(1)(B) shall
not be limited and that the total duration for extensions granted
under subsections (iii) or (iv) or both shall not exceed ten years.
Section 154(b)(2)(A) also provides that overlapping delays should
not be double counted.

Section 154(b)(2)(B) provides that extensions will not be granted
where the patent applicant fails to take reasonable efforts to con-
clude prosecution of the application. The few applicants who en-
gage in intentional or unjustifiable delay tactics will not be re-
warded for such behavior. The PTO is required to prescribe the
regulations necessary to carry out the mandate of this subsection.
Section 154(b)(2)(C) provides that no patent the term of which has
been disclaimed beyond a specified day may be extended under this
section beyond the expiration date specified in the disclaimer. The
‘‘reasonable efforts’’ clause is an effort to avoid the submarine pat-
ent problem. The intent of the Committee is that only the most
egregious and obvious delay tactics will go unrewarded by this pro-
vision.

In prescribing regulations to carry out the provisions of this sec-
tion, the PTO should ensure that in those cases where an appeal
of an adverse determination of patentability is filed or an inter-
ference is declared, the extension to be granted for a successful ap-
peal or for the interference proceeding should be equal to the time
from filing or declaration until an applicant is notified of the con-
clusion of the proceeding. The regulations should also provide that
a patent applicant who exercises reasonable efforts is eligible for
one form or another of term compensation throughout the prosecu-
tion of the application. That is, there should be no time period
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where a diligent patent applicant may lose term for reasons beyond
his or her control without an opportunity for compensation.

Section 209.—Examining procedure improvements; further limited
reexamination of patent applications

This section mandates that the Commissioner prescribe regula-
tions to provide for the further limited reexamination of an applica-
tion for patent and provides the Commissioner the authority to es-
tablish appropriate fees for such further limited reexamination and
to provide a 50 percent reduction on such fees for small entities
that qualify for reduced fees under section 41(h)(1) of title 35. This
section is intended to simplify the continued prosecution of patent
applications after a final rejection has been entered, extending to
all applications the transitional practice introduced in P.L. 103–
465, section 532(a)(2).

Section 210.—Last day of pendency of provisional application
This section amends section 119(e) of title 35 by providing that

if the day that is 12 months after the filing date of a provisional
application falls on a Saturday, Sunday, or legal holiday as defined
in rule 6(a) of the Federal Rules of Civil Procedure, the period of
pendency of the provisional application shall be extended to the
next succeeding business day. This amendment is intended to ad-
dress and resolve the so-called ‘‘last day trap’’ for provisional appli-
cations. Because the requirement for filing a non-provisional appli-
cation that claims priority of a provisional application under sec-
tion 119(e) of title 35 relies upon both copendency and action tak-
ing, the remedy of section 21(b) of title 35 is not available for the
filing of that non-provisional application and an applicant may be
confronted with this ‘‘last day trap.’’ This amendment resolves this
problem.

Section 211.—Reporting requirement
Section 211 requires the PTO to report to Congress by April 1,

2000, and every year thereafter, on the impact of that publication
of applications has on independent inventors.

Section 212.—Effective date
Sections 202 through 207, and the amendments made by those

sections, shall take effect on April 1, 1997, and shall apply to all
applications filed under 35 U.S.C. § 111 on or after that date and
all applications complying with 35 U.S.C. § 371 that resulted from
international applications filed on or after that date. Sections 204
and 205 shall also apply to international applications designating
the United States that are filed on or after April 1, 1997.

Sections 208 through 210, and the amendments made by those
sections, shall take effect on the date of enactment of the Act and,
except for design patent applications filed under chapter 16 of title
35, shall apply to any application filed on or after June 8, 1995.

TITLE III—PRIOR DOMESTIC COMMERCIAL USE

This title provides a defense to patent infringement based on
prior use of a patented invention to certain circumstances. The bill
clarifies the rights of a party who had used an invention (a ‘‘prior
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user’’) vis-a-vis a party that subsequently patents the invention.
Under this title, a person, who prior to the effective filing date of
a patent, has been commercially using the claimed invention or has
made effective and serious preparation for commercial use of such
an invention, will have a defense if that party is charged with pat-
ent infringement based on the prior use. The provisions of this title
will permit the prior user to continue the use of the invention even
though it is claimed in a subsequently granted patent.

Section 301.—Short title
This section provides that the title may be cited as the ‘‘Prior Do-

mestic Commercial Use Act of 1996.’’

Section 302.—Defense to patent infringement based on prior domes-
tic commercial use

This section adds a new section 273 to Chapter 28 of title 35,
United States Code, which establishes a defense to a claim of pat-
ent infringement where a person has commercially used or made
serious preparations to use commercially an invention that later
becomes the subject matter of a patent issued to another. Such
commercial use or preparation for commercial use must have oc-
curred at least one year prior to the earliest effective filing date to
which the subject matter at issue is entitled.

Subsection (a) of the newly added section 273 defines the terms
‘‘commercially used,’’ ‘‘commercially use,’’ and ‘‘commercial use’’ to
mean that the subject matter actually claimed in the subsequently
granted patent has, in fact, been used in the United States in the
design, preparation, manufacture, or testing of a product or service
that is used in commerce in the United States. Commercial use
does not require that the invention itself be publicly disclosed or
that it be in any way publicly accessible.

The subsection defines ‘‘used in commerce’’ and ‘‘use in com-
merce’’ as meaning that an actual sale or other commercial transfer
of the claimed invention has taken place or that an actual sale or
other commercial transfer of a product or service resulting from the
use of the invention has taken place. Determining whether an ac-
tivity would constitute commercial use should be construed to in-
clude activities that individuals in a particular industry would con-
sider commercial in nature. For example, sale of a software product
that consists of a license authorizing the copying and use of a com-
puter program and providing terms regarding proprietary informa-
tion embedded in the program, in conjunction with a copy of the
object code representing the complied computer program on a com-
puter readable medium, would be viewed as ‘‘commercial use’’
under subsection 273(a)(2).

The ‘‘effective filing date’’ of a patent is defined in subparagraph
273(a)(3) as the actual filing date of the application in the United
States or, if such an earlier filing date is claimed, the earlier filing
date claimed, and to which the subject matter is entitled, under
section 119, 120, or 365.

Subsection (b) of Section 273 provides that a prior user of a pat-
ented invention will not be liable as an infringer under section 271
of title 35 if certain requirements are met. The prior user, acting
in good faith, must have commercially used the invention, as de-
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fined by one or more claims of the patent being asserted against
the prior user, in the United States or made effective and serious
preparation for its commercial use prior to the effective filing date.
It is important to recognize that the prior user right is a defense
that can be asserted in response to a claim of infringement. The
prior user right is not a license under the patent and, therefore,
does not create an obligation to pay a royalty or other compensa-
tion to the patent holder.

Subparagraph (b)(2) makes it clear that a party who purchases
the subject matter claimed in a patent, or a product or service pro-
duced using the subject matter claimed in a patent from a person
entitled to assert prior user rights in connection under this section,
would not be liable to the patent owner for patent infringement
any more than the party would be if he had purchased from the
patent owner. One who has the right to assert a prior user defense
would be able to sell the subject matter claimed in a patent or the
product or service produced using that subject matter without li-
ability to the patent owner for patent infringement. It follows that,
if the prior user’s activities were not infringing, the purchaser of
the products or services resulting from those non-infringing activi-
ties would not be liable for using that which was purchased.

Subsection (c)(1) of new Section 273 makes it clear that the prior
user defense is not available to a person who derived the subject
matter on which the defense is claimed from the patentee or from
one in privity with the patentee. The prior user does not have to
be a prior inventor in order to assert a defense based on prior use.
Prior user rights may be claimed whether the party asserting the
right conceived the invention or a third party conceived the inven-
tion, so long as the technology that is the basis of the prior use de-
fense was not obtained directly or indirectly from the patentee.

Subparagraph (c)(2) provides that the prior user defense does not
have the effect of a general license under the patent. The right ex-
tends only to what was actually in commercial use by the prior
user, or had been used by the prior user in the design, testing, or
production in the United States of a product or service which is
used in commerce. Variations in the quantity or volume of the prior
use are protected by the right as are improvements in the claimed
subject matter that do not infringe additional claimed subject mat-
ter of the patent. In other words, if the prior user must infringe
additional claims of the patent in order to implement an improve-
ment in the claimed subject matter, the prior user would not be
able to rely on the defense provided in this section. To determine
whether an alteration in the ‘‘commercial use’’ would infringe addi-
tional claims of a patent, one should first determine which claims
of the patent would have been infringed by the original prior use
but for the operation of section 273(b). If the prior user alters its
activities after the filing date of the patent application in a way
that would infringe claims other than those identified above, the
prior user will be liable for patent infringement with respect to
those additional claims.

It is not the intent of the legislation to limit the prior use defense
only to instances in which actual commercial use can be dem-
onstrated. Under subsection (c)(3), the defense would also be avail-
able to a prior user who can prove that he or she has actually re-
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duced the subsequently patented invention to practice at least one
year prior to the filing date of the patent covering that invention,
has made a significant investment or a substantial portion of the
total investment necessary to use the subject matter, and has made
a commercial transaction in the United States in connection with
the preparation to sue the subject matter. In addition, the person
must have completed in diligent fashion the remainder of the ac-
tivities and investments needed to commercially use the subject
matter. These latter activities can have taken place after the effec-
tive filing date of the patent application so long as they are pur-
sued diligently.

Subsection (c)(4) makes it clear that the burden of proof is on the
person asserting the defense. The prior user must provide evidence
to establish each of the conditions precedent to the defense. To
prove that the necessary investment has taken place, the party as-
serting the defense must show that substantial investment was
made in equipment, testing, advertising, or other preparation for
commercializing the invention. Documentation and commercializa-
tion plans must be sufficiently developed and in sufficient detail to
prove the rights claimed. For example, in the pharmaceutical in-
dustry, evidence that a prospective new drug had been cleared for
clinical trials prior to the effective filing date would be sufficient
to show effective and serious preparation. In the chemical industry,
effective and serious preparation would require evidence proving
that a substantial investment had been made, for example, in reac-
tors or process equipment designed to employ or manufacture the
invention. Evidence of actions that amount merely to conceiving
the invention, development of the invention on a laboratory, experi-
mental, or reduction of an invention to practice, without evidence
of subsequent efforts to use the invention commercially and to
make the necessary investments to commercialize the invention,
would not be adequate to satisfy the test for effective and serious
preparation.

Subsection (c)(5) provides that the defense of prior use is not
available if a person has abandoned commercial use of the subject
matter. Regardless of the degree of commercial use or serious and
effective preparation which might have occurred at an earlier point
in time, a defense based on prior user rights may not be invoked
if such commercial use was in a state of abandonment, or aban-
doned after the effective filing date. If the prior use is abandoned
after the effective filing date, it is the intent of this section that the
prior user right shall be a defense to infringement for the time of
commercial use between the effective filing date and abandonment.
As the term is used in connection with this legislation, abandon-
ment refers to cessation of use with no intent to resume. Certain
activities, however, are naturally periodic or cyclical. Intervals of
non-use between such periodic activities such as seasonal factors or
reasonable intervals between contracts, shall not be considered
abandonment so long as there is no positive corroborating evidence
of abandonment.

Subsection (c)(6) makes clear that the ability to assert a right of
prior use is a personal right and cannot be licensed, assigned, or
transferred to any other person except to the patentee, or as part
of the assignment or transfer, in good faith, of the entire enterprise
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or business to which the defense relates. This subsection is in-
tended to permit a business to continue to use the subject matter
related to the defense in circumstances in which there has been a
good faith transfer of the entire enterprise or business but to pro-
hibit any attempt to sell or license the defense itself.

Subsection (c)(7) provides that, to assert a defense of prior use,
a person, or someone in privity with that person, must have been
using the subject matter commercially or have reduced the subject
matter to practice more than one year prior to the effective filing
date of the patent.

Subsection (d) is intended to ensure that the defense is raised
only in circumstances in which its assertion is reasonable. The sub-
section requires that a court find the case exceptional and award
attorney’s fees under section 285 of title 35, United States Code, if
the defense is pleaded by a person who is found to infringe a pat-
ent and who fails to show a reasonable basis for asserting the de-
fense.

Subsection (e) provides that a patent cannot be deemed to be in-
valid under section 102 or 103 of title 35 solely because a defense
is established under section 273(b). Any determination under sec-
tion 102 or 103 must be established separately, although evidence
used to establish a defense of prior use could be used in connection
with establishing invalidity under those sections.

Subsection (b) of section 302 of the Act amends the table of sec-
tions at the beginning of chapter 28 of title 35 to add the heading
for section 273, ‘‘Prior domestic commercial use; defense to infringe-
ment.’’

Section 303.—Effective date and applicability
This section makes the amendments provided for in title III ef-

fective on the date of enactment of the Act. The section specifies,
however, that the amendments shall not apply to any action for in-
fringement pending on the date of enactment or to any subject mat-
ter for which an adjudication of infringement, including any con-
sent judgment, was made before the date of enactment.

TITLE IV—INVENTOR PROTECTION

Section 401.—Short title
This section provides that the title may be cited as the ‘‘Inventor

Protection Act of 1996.’’

Section 402.—Invention development services
This section adds a new chapter 5 to Part I of title 35, United

States Code, consisting of sections 51 through 59. Invention devel-
opment companies can be of great assistance to independent inven-
tors providing a single source to evaluate an invention, assist in de-
veloping its technical potential, assist in obtaining protection for it,
and assist in promoting it in order to license or sell it. While many
invention developers are legitimate, the unscrupulous ones take ad-
vantage of untutored inventors, asking for large sums of money up
front for which they provide no real service in return. This new sec-
tion provides a much needed tool for independent inventors to use
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if they are the target of the predatory practices of unscrupulous in-
vention development companies.

New section 51 of title 35 defines the terms used in the chapter.
The terms used in the chapter are defined broadly in order to en-
sure that organizations that would prey upon inventors cannot es-
cape the reach of the chapter merely by using titles and business
descriptions artfully. Subsection (3), however, excepts from the def-
inition of ‘‘invention promoter’’ departments and agencies of the
Federal, state, and local governments; charitable, scientific, or edu-
cational organizations qualified under applicable State laws or de-
scribed under section 170(b)(1)(A) of the Internal Revenue Code of
1986; or any person registered and in good standing with the U.S.
Patent and Trademark Office (PTO) who is acting within the scope
of his or her registration to practice before the PTO.

The Committee is in agreement that the exclusion provide for in
§ 51(3)(c) does not totally exempt patent attorneys from regulation
under the act. The exception provides that any person registered
to practice before the Patent and Trademark Office is exempt from
regulation when acting within the scope of that person’s registra-
tion to practice before the Patent and Trademark Office. However,
the Committee recognizes that patent attorneys may provide serv-
ices which fall outside the scope of their registration to practice be-
fore the Patent and Trademark Office and within the definition of
invention development services. Whenever a patent attorney en-
gages in conduct described in § 51(4)(B) and (C), he or she will be
subject to the provisions of this act.

New subsection 52(a) requires that contracts for invention devel-
opment services be in writing and that a copy of the signed con-
tract be provided to the customer at the time he or she enters into
the contract. Even in the event the contract is entered into on be-
half of a third party, that third party is to be treated as a customer
and the provisions of the chapter apply.

Subsection 52(b) requires invention developers to provide to cus-
tomers at the time a contract is entered into a written document
stating whether the developer customarily seeks more than one
contract in connection with an invention and seeks to perform serv-
ices in connection with an invention in 1 or more phases, using 1
or more contracts governing the performance at each phase. In ad-
dition, invention developers must provide the customer with a copy
of the written contract together with a summary, in writing, de-
scribing the developer’s usual business practices, including the cus-
tomary terms in contracts and the approximate amount of the
usual fees or other consideration that the customer will be charged
for each service provided by the invention developer.

Subsection 52(c) provides the customer with the right to termi-
nate a contract for invention development services by sending a let-
ter to the invention developer stating the customer’s intent to can-
cel. This right may not be waived in the contract for invention de-
velopment services. To execute the right to terminate, the customer
must send the letter within five business days after both the cus-
tomer and the inventions developer execute the invention develop-
ment contract. It is the intention of the Congress to give the cus-
tomer a ‘‘cooling off’’ period in which the customer can effectively
change his or her mind. The delivery of a promissory note, check,
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bill of exchange, or other negotiable instrument to the invention de-
veloper or a third party for the benefit of the invention developer
is deemed payment received by the invention developer on the date
received, even though the date or dates in such instruments differ
from the date of receipt.

New section 53(a) of title 35 requires that every contract for in-
vention development services include a cover sheet with the notice
included in the legislation in legible, bold-face type of not less than
12-point size, explaining the right of termination; giving informa-
tion regarding the number of inventions evaluated by the invention
developer and stating the number of those evaluated positively and
the number negatively; advising the customer that assigning rights
to the invention developer can allow sale or other disposal of the
invention by the latter without sharing the profits; advising the
customer of the number of customers who have contracted for serv-
ices with the invention developer in the prior five years and how
many of them have earned more than the cost of the services due
to the performance of the invention developer; informing the cus-
tomer of the invention development companies with which the in-
vention developer’s officer have been affiliated in the previous ten
years to enable the customer to check out the reputations of these
companies; and encouraging the customer to consult an attorney
before entering in the contract and advising that rights can be lost
by proceeding pro se before the PTO.

Subsection 53(b) requires that the cover notice, in addition to the
obligatory text, include the name, primary office address, and local
office address of the invention developer. The subsection prohibits
inclusion of other matter.

Subsection 53(c) allows the invention developer to delete from the
total number of customers who have contracted with the organiza-
tion provided for in subsection 53(a) the customers who have pur-
chased trade show services, research, advertising, or other non-
marketing services from the invention developer. The invention de-
veloper also need not include those who have defaulted in their
payments under invention development contracts.

Subsection 54 of title 35 requires the invention developer to pro-
vide each customer who has contracted for invention development
services a written report at least once every three months during
the term of the contract. The report must describe fully, clearly,
and concisely, the services performed by the invention developer on
behalf of the customer during the report period and the services to
be performed, giving the names of the persons who will perform
those services. The report must include the name and address of
each person, firm, corporation, or other entity to whom the inven-
tion that is the subject matter of the contract has been disclosed,
the reason for the disclosure, and the nature of the disclosure.
Where more than one person has been contacted in a particular
corporation or entity, it will suffice to include the name and ad-
dress of one of the people contacted and of the corporation or en-
tity. Copies of all responses received as a result of the disclosure
must be provided. The purpose of this section is to ensure that the
customer is kept fully informed of the services being performed on
his or her behalf and the results of those services so that the cus-
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tomer may take appropriate action if they are not receiving the
service required under the contract.

New subsection 55(a) requires that all contracts for invention de-
velopment services include, in bold-face type of not less than 12-
point type: the terms and conditions of payment and the contract
termination rights required by section 52; a statement making it
clear that the contract is not executed until the customer makes a
payment to the invention developer and, therefore, the customer
can avoid executing the contract by not making such a payment;
a complete, clear, and concise description of the specific acts and
services that the invention developer is to perform for the cus-
tomer; a clear statement indicating whether the invention devel-
oper is going to construct, sell, or distribute any prototypes, models,
or devices embodying the customer’s invention and, if so, how
many; the full name and principal place of business developer and,
to the extent known at the time the contract is entered into, the
name and principal place of business of any parent, subsidiary,
agent, independent contractor, and any affiliated company or per-
son who will perform any service or act that the invention devel-
oper has undertaken to perform for the customer; a statement of
any estimation or projection of customer earnings resulting from
the invention that has been given orally or in writing by the inven-
tion developer or anyone on behalf of the invention developer, and
a full description of the data on which that estimation or projection
was based; the name and address of the organization or person who
is to be the custodian of all the records and correspondence related
to the contracted for invention development services and an un-
equivocal statement acknowledging that the invention developer is
required to maintain all such records and correspondence for the
customer for at least two years following the expiration of the in-
vention development services contract; and a statement of the time
schedule for performance of the invention development services
with an estimated date by which the performance of services is ex-
pected to be completed. It is the intent of this legislation that the
invention developer ensure that all material information be pro-
vided to the customer so that the customer can make an informed
decision in entering into any contract for development services.

Subsection 55(b) makes it clear that, if the invention developer
has discretion regarding the nature of the specific acts and services
the invention developer is to perform for the customer, as those
acts and services are described in the contract, the invention devel-
oper will be deemed to be fiduciary with all corresponding obliga-
tions with respect to the customer.

Subsection 55(c) requires that, within 7 days of written notice to
the invention developer or the custodian of records and correspond-
ence identified in the contract for invention development services,
such custodian must make available to the customer or the cus-
tomer’s representative for review and copying all records and cor-
respondence related to the invention development contract. The re-
view and copying shall take place on the invention developer’s
premises during normal business hours and any fees for copying
shall be reasonable.

Subsection 56(a) authorizes the customer to declare void any con-
tract for invention development services that does not conform to



76

the requirements of chapter 5 of Part I of title 35, United States
Code. In addition, the subsection authorizes the customer to void
any contract entered into in reliance on any false, fraudulent, or
misleading information, representation, notice, or advertisement of
the invention developer that is material where the contract pro-
vides for filing an application to obtain a utility, design, or plant
patent. An exception exists where the contract makes it clear that
the filing of such application will be done by an agent or attorney
registered to practice before the PTO and such filing is, in fact, per-
formed by such agent or attorney. Finally, subsection 56(a) makes
void and unenforceable any waiver by a customer of any provision
required by chapter 4.

Subsection 56(b) establishes a civil cause of action against any
invention developer who injures a customer through a violation of
any of the obligations of chapter 5 or through any false or fraudu-
lent statement, representation, or omission of material fact by the
invention developer, or any person acting on behalf of the invention
developer, or through failure of the invention developer to make all
the disclosures required under the chapter. In such a civil action,
the customer may recover from the invention developer, or any offi-
cers, directors, or partners of such developer, reasonable costs, at-
torneys’ fees, and the greater of $5000 or the amount of actual
damages sustained by the customer. Subsection (b) authorizes the
court to increase damages in egregious cases to an amount not to
exceed 3 times the amount awarded as statutory or actual dam-
ages.

Subsection 56(c) establishes a rebuttable presumption of injury
in the event of any substantial violation of chapter 5 by an inven-
tion developer or of execution of an invention development services
contract by a customer in reliance on any false or fraudulent state-
ments, representations, or material omissions by the invention de-
veloper or any person acting on behalf of the invention developer.

Subsection 57(a) requires the Commissioner of the PTO to retain
all complaints submitted to the PTO regarding invention devel-
opers, together with any responses by invention developers to those
complaints, and to make such complaints and responses available
to the public.

Subsection 57(b) authorizes the Commissioner to request from
Federal and State agencies copies of any complaints relating to in-
vention development services they have received and to include
those complaints in the records maintained by the PTO regarding
invention development services.

Section 58 provides that making false or misleading statements
or representations to a customer, omitting any material fact in a
communication with a customer, or failing to make all the disclo-
sures required by chapter 5 is a misdemeanor and authorizes a fine
of not more than $10,000 for each such offense.

Section 59 makes is clear that the provisions of chapter 5 are not
to be construed to affect any other obligation, right, or remedy that
is provided under any other Federal or State law.

Section 403.—Technical and conforming amendment
This section amends the table of chapters of Part I of title 35,

United States Code to add a heading for chapter 5.
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Section 404.—Effective date
This section specifies that the title and the amendments made by

it will be effective 60 days after the date of enactment of the Act.

TITLE V—PATENT REEXAMINATION REFORM

Section 501.—Short title
This section provides a short title: ‘‘Patent Reexamination Re-

form Act of 1996.’’

Section 502.—Definitions
This section amends 35 U.S.C. § 100 to add a definition for the

term ‘‘third-party requester’’. A third-party requester is defined as
a person requesting reexamination under 35 U.S.C. § 302 who is
not the patent owner.

Section 503.—Reexamination procedures
This section amends the reexamination procedures set forth in

chapter 30 of title 35, United States Code, to broaden the basis for,
and scope of, reexamination to increase third-party requester par-
ticipation in reexamination procedures and appeals and to preclude
reexamination in certain circumstances.

Subsection (a) amends 35 U.S.C. § 302 to provide an additional
basis for a patent owner or a third party to request reexamination.
The additional basis is that a substantial new question of patent-
ability exists for any claim of a patent due to a lack of compliance
of that claim with the requirements of 35 U.S.C. § 112 except for
the requirement to set forth the best mode of carrying out the in-
vention. It also requires that the request identify the real party in
interest.

Subsection (b) amends each subsection of 35 U.S.C. § 303. Sub-
section (b) amends 35 U.S.C. § 303(a) to provide an additional basis
for determining whether a substantial new question of patentabil-
ity exists in Commissioner-initiated reexaminations, namely the
failure of one or more claims of a patent to comply with the re-
quirements of 35 U.S.C. § 112 other than the best mode require-
ment. Reexamination of a new question of patentability may in-
volve reconsideration of patents and publications considered during
the original examination, the examination of a reissue patent or an
earlier concluded prior reexamination. Such patents and publica-
tions may be considered alone or in combination with patents and
publications not previously considered. Although a new question of
patentability can be raised by the same patents and printed publi-
cations previously considered by the Office, a new question cannot
be based solely on an issue that has already been decided by the
Office.

Subsection (b) amends 35 U.S.C. § 303(b) by substituting the
‘‘term third-party’’ requester for the phrase ‘‘person requesting re-
examination.’’ Subsection (b) amends 35 U.S.C. § 303(c) by remov-
ing the phrase ‘‘that no substantial new question of patentability
has been raised’’ from the first sentence of this subsection. This
change clarifies that all determinations of the Commissioner under
subsection (a) (e.g., that a substantial new question of patentability
has or has not been raised) are nonappealable. This amendment
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codifies existing case law which provides that a positive determina-
tion by the Commissioner that a substantial new question of pat-
entability has been raised is nonappealable. The phrase ‘‘that no
new question of patentability has been raised’’ is added to the sec-
ond sentence of this subsection to clarify that refunds may be made
for negative determinations. Review of negative determinations
should remain available for both patent owner requesters and
third-party requesters by petition to the Commissioner under 37
C.F.R. § 1.181, as currently provided for in 37 C.F.R. § 1.515(c).

Subsection (c) amends 35 U.S.C. § 304 to provide that the initial
PTO action on the merits of a reexamination may accompany the
order granting the reexamination request. This amendment also
deletes provisions that allow the patent owner to file a preliminary
statement, which must be served on any third-party requester, and
may allow the third-party requester to file a reply to the patent
owner’s statement. These changes are made in view of the proce-
dure in subsection (d) of this Section.

Subsection (d) amends the first sentence of 35 U.S.C. § 305 by de-
leting the reference to the procedures of 35 U.S.C. § 304 relating to
the patent owner statement and third-party requester reply, which
are deleted by subsection (c) of this Section. Subsection (d) also
amends 35 U.S.C. § 305 to simplify the authority of a patent owner
to amend the patent or any of its claims or to present new claims.
The change permits a patent owner to amend an existing claim or
to add a new claim for any reason once a reexamination proceeding
has been established. The change does not alter the prohibition im-
posed by the third sentence of § 305 against amendments or new
claims that would enlarge the scope of the claims relative to the
claims in the patent as originally issued. Subsection (d) then des-
ignates the existing provisions of 35 U.S.C. § 305, so modified, as
subsection 305(a). Reexamination of a new question of patentability
may involve reconsideration of patents and publications considered
during the original examination, the examination of a reissue pat-
ent, or an earlier concluded prior reexamination. Such patents and
publications may be considered alone or in combination with pat-
ents and publications not previously considered. Although a new
question of patentability can be raised by the same patents and
printed publications previously considered by the Office, a new
question cannot be based solely on an issue that has already been
decided by the Office.

Subsection (d) also amends 35 U.S.C. § 305 to add a new sub-
section, § 305(b), to address reexamination proceedings based on a
request from a third-party requester. The new § 305(b)(2) requires
that any document filed by either the patent owner or a third-party
requester be served on all other parties to the reexamination pro-
ceeding, with the exception of the request for reexamination. The
new § 305(b)(2) provides that a third-party requester may submit
one set of written comments to the office in reply to a response by
the patent owner to any Office action. The written reply must be
limited to issues covered by the Office action or raised in the pat-
ent owner’s response thereto. This subsection provides that the
third party must submit the comments within a reasonable period,
such period to be not less than one month from the date of service
by the patent owner of its response to any Office action.
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Additionally, subsection (d) designates the last sentence of exist-
ing 35 U.S.C. § 305 as 35 U.S.C. § 305(c), and amends this sentence
by providing an exception to the ‘‘special dispatch’’ requirement
where so provided by the Commissioner for good cause.

While no statutory provision is added by this Act to address
interviews conducted before the examiner during reexamination, it
is intended that the Office, through rulemaking, will provide third-
party requesters the right to participate in any examiner interview
initiated by the patent owner or by the examiner, and that such
interviews will be conducted under controlled conditions before the
examiner and an additional, more senior, Office representative.
The third party should not be permitted to initiate examiner inter-
views.

Subsection (e) amends 35 U.S.C. § 306 by designating the current
provisions relating to appeal rights of the patent owner as sub-
section 306(a) and by making amendments thereto, and by adding
two new subsections, 306(b) and 306(c), to provide third-party re-
questers with appeal rights and to create an estoppel effect, respec-
tively.

Subsection 306(a) provides the patent owner with a right to be
a party to any appeal taken by a third-party requester pursuant to
subsection 306(b). In addition, subsection 306(a) is amended to re-
move the availability of review under 35 U.S.C. § 145, while main-
taining the availability of review under 35 U.S.C. § 134 and 35
U.S.C. §§ 141–144. By this amendment, patent owners dissatisfied
with a decision of the Board of Patent Appeals and Interferences
in a reexamination proceeding would no longer be permitted to file
a civil action against the Commissioner in the U.S. District Court
for the District of Columbia, but could continue to appeal such deci-
sion to the U.S. Court of Appeals for the Federal Circuit.

Subsection 306(b) provides third-party requesters with appeal
rights that parallel those provided to patent owners. Under sub-
section 306(b), third-party requesters may appeal any final decision
favorable to the patentability of any original or proposed amended
or new claim of the patent under the provisions of 35 U.S.C. § 134.
They may also seek court review under 35 U.S.C. §§ 141–144, and
may be a party to any appeal taken by the patent owner, subject
to the provisions of 35 U.S.C. § 306(c).

Subsection 306(c)(1) provides that a third-party requester who
files an appeal or participates as a party to an appeal by the patent
owner under the provisions of 35 U.S.C. §§ 141–144, is estopped
from later asserting, in any forum, the invalidity of any claim de-
termined to be patentable on appeal on any ground which the
third-party requester raised or could have raised during the reex-
amination proceedings, including the request for reexamination.
Subsection 306(c)(2) provides that a third-party requester is
deemed not to have participated as a party to an appeal by the pat-
ent owner unless, within twenty days after the patent owner has
filed notice of appeal, the third-party requester files notice with the
Commissioner electing to participate.

Subsection (f)(1) adds a new section, 35 U.S.C. § 308, having two
subsections, 308(a) and 308(b). This new section prohibits reexam-
ination in two circumstances, notwithstanding any other reexam-
ination provision. First, section 308(a) provides that, once an order
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for reexamination of a patent has been issued under section 35
U.S.C. § 304, neither the patent owner nor a third-party requester
may file a subsequent request for reexamination of the patent until
a reexamination certificate is issued and published under section
35 U.S.C. § 307, unless authorized by the Commissioner.

Second, § 308(b) provides that once a judgment has been entered
against a party to a civil action arising in whole or in part under
28 U.S.C. § 1338 that the party has not sustained its burden of
proving the invalidity of any patent claims in suit, then neither
that party nor its privies may thereafter request reexamination of
any such patent claim on the basis of issues which that party or
its privies raised or could have raised in that action. A reexamina-
tion requested by such a party or by a party in privity with such
a party on the basis of such issues may not be maintained by the
Office. This provision avoids the potential for inconsistent treat-
ment by the Office of patent claims in a reexamination after a final
judicial determination of validity that the same patent claims are
not valid. Subsection 308(b) applies to any action that could be
brought under § 1338 regardless of whether that section is formally
cited in the complaint.

Subsection (f)(2) amends the table of sections for chapter 30 of
title 35, United States Code, to add the section heading, ‘‘308. Re-
examination Prohibited.’’ for the new section added by subsection
503(f)(1) of this Act.

Section 504.—Conforming amendments
Subsection (a) amends 35 U.S.C. § 7(b) to authorize the Board to

review decisions of examiners upon written appeal of a patent
owner or a third-party requester in reexamination proceedings.

Subsection (b) amends 35 U.S.C. § 41(a)(7) to provide the author-
ity for the Commissioner to accept the filing of an unintentionally
delayed response by the patent owner in a reexamination proceed-
ing and for charging a fee for such filing.

Subsection (c) amends 35 U.S.C. § 134 to provide for review of ex-
aminer decisions by the Board in reexamination proceedings upon
written appeal by a patent owner or by a third-party requester.
Specifically, subsection (b) amends 35 U.S.C. § 134 by designating
the existing provisions as subsection 134(a) and by adding two new
subsections, designated as subsections 134(b) and 134(c). Sub-
section 134(b) permits a patent owner in a reexamination proceed-
ing to appeal to the Board from the final rejection of any claim by
the primary examiner, having once paid the fee for such appeal.
Subsection 134(c) permits third-party requesters to appeal to the
Board from the final decision of the primary examiner favorable to
the patentability of any original or proposed amended or new claim
of a patent, having once paid the fee for such appeal.

Subsection (d) amends 35 U.S.C. § 141 to permit patent owners
and third-party requesters dissatisfied with the final decision in an
appeal under 35 U.S.C. § 134 to appeal to the Court of Appeals for
the Federal Circuit.

Subsection (e) amends 35 U.S.C. § 143 to require the Commis-
sioner to make submissions to the court in reexamination cases, as
well as in ex parte cases. Currently, this section only requires such
submissions in ex parte cases. This amendment would require the
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Commissioner to make submissions to the court in reexamination
cases even when they are not ex parte, but rather involve a third-
party requester.

Subsection (f) amends 35 U.S.C. § 145 to conform to the amend-
ments made to 35 U.S.C. § 134. Specifically, this section amends
§ 145 to provide that appeals under § 145 may only be initiated by
patent applicants, and not by a patent owner or a third-party re-
quester who is a participant in a reexamination proceeding.

Section 505.—Effective date
This section provides that this title and the amendments made

by this title shall take effect six months after the date of enactment
of this Act, and that they shall apply only to those reexamination
requests that are filed on or after that date.

TITLE VI—MISCELLANEOUS PATENT PROVISIONS

Section 601.—Provisional applications
This section amends section 111(b)(5) of title 35 to enhance the

attractiveness of filing provisional applications by providing a basis
for converting provisional applications to non-provisional applica-
tions. A basis for converting non-provisional applications to provi-
sional applications is already provided. This enhancement is pro-
vided in subsection 111(b)(5) by providing that notwithstanding the
absence of a claim, upon timely request and as prescribed by the
Commissioner, a provisional application may be treated as an ap-
plication filed under subsection (a) of section 111. Further, the
amendment provides that if no such request is made, the provi-
sional application shall be regarded as abandoned 12 months after
the filing date of such application and shall not be subject to re-
vival thereafter. Accordingly, a provisional application could be con-
verted to a non-provisional application, be subjected to examination
and, depending upon the outcome of the examination process, ulti-
mately lead to the issue of a patent. This amendment would be ef-
fective upon enactment and would apply to provisional applications
filed on or after June 8, 1995.

Section 602.—International applications
Section 119(a) has been amended to permit persons, who filed an

application for patent first in a WTO member country, to claim the
right of priority in a subsequent patent application filed in the
United States, even is such country does not yet afford similar
privileges on the basis of applications filed in the United States.
This amendment was made in conformity with the requirements of
Articles 1 and 2 of the TRIPS Agreement. These Articles require
that WTO member countries apply the substantive provisions of
the Paris Convention for the Protection of Industrial Property to
other WTO member countries. As, however, some WTO member
countries are not yet members of the Paris Convention, and as de-
veloping countries are permitted periods of up to 10 years before
complying with all provisions of the TRIPS Agreement, they are
not required to extend the right of priority to other WTO member
countries until such time.
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In subsection (b), the term ‘‘foreign intellectual property author-
ity’’ has been substituted for ‘‘patent office of the foreign country’’
to clarify that regional patent offices are included, as well as inter-
national organizations acting as receiving offices under the Patent
Cooperation Treaty.

Subsection (f) has been added to section 119 to provide for the
right of priority in the United States on the basis of an application
for a plant breeder’s right first filed in a WTO member country or
in a UPOV Contracting Party. Many foreign countries provide only
a sui generis system of protection for plant varieties. Because sec-
tion 119 presently addresses only patents and inventors’ certifi-
cates, applicants from those countries are technically unable to
base a priority claim on a foreign application for a plant breeder’s
right when seeking plant patent or utility protection for a plant va-
riety in this country.

Subsection (g) has been added to section 119 to define the terms
‘‘WTO member country’’ and ‘‘UPOV Contracting Party.’’

Section 603.—Plant patents
Subsection (a) of Section 603 allows for the patenting of tuber

propagated plants.
Subsection (b) of Section 603 corrects a flaw in the wording of 35

U.S.C. § 163 to clarify that a plant patent includes the right to ex-
clude others from using, offering for sale, selling, or importing both
the entire plant and any of its parts.

Section 604.—Just compensation for U.S. government use of patents
When the government takes a person’s patent, he or she may

bring suit to recover damages against the United States in the
Court of Federal Claims under the Tucker Acts, 28 U.S.C.
§§ 1346(a)(2) and 1491. Another section, 28 U.S.C. § 1498, provides
the remedy for a patent owner plaintiff stating that he shall be
awarded ‘‘reasonable and entire compensation’’ for the taking of his
patent rights by the government. Courts have ruled that this ‘‘rea-
sonable and entire compensation’’ is equal to the ‘‘just compensa-
tion’’ required by the Fifth Amendment for government takings by
eminent domain. See Waite v. United States, 282 U.S. 508, 509
(1931). The assessment of litigation fees and costs against the Unit-
ed States in eminent domain cases is not required by the Fifth
Amendment, and thus is not part of the ‘‘reasonable and entire
compensation’’ required under 28 U.S.C. § 1498. Accordingly, such
fees and costs can only be authorized by statute. United States v.
Bodcaw Co., 440 U.S. 202, 203 (1979).

Congress provided such authorization for legal fees and costs in
cases related to the taking of real property by the United States
when it passed the ‘‘Uniform Relocation Assistance and Real Prop-
erty Acquisition Policies Act of 1970.’’ 42 U.S.C. § 4654. No such
provision exists, however, for the taking of intellectual property,
specifically in the case where the government is found liable for
taking a patent. See Calhoun v. United States, 453 F.2d 1385,
1395–96 (Ct. Cl. 1972). Section 604 provides this authorization so
that independent, non-profit, and small business patent owners
whose patents have been infringed can recover the expensive costs
required to obtain their damages.
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Some have suggested that the Equal Access to Justice Act of
1980, 28 U.S.C. § 2412 (‘‘EAJA’’), which makes the government lia-
ble for attorney’s fees and costs to the extent that any such fees
would be awarded against a private party, be relied upon in lieu
of enacting the specific provisions of section 604. Private parties
are liable for fees and costs in ‘‘exceptional cases of patent infringe-
ment’’ under 35 U.S.C. 285. The problem arises because of the dif-
fering nature of a patent infringement suit against a private party
compared with one against the government. A suite against a pri-
vate party in based in tort whereas one against the government is
based on eminent domain. Leesona Corp. v. United States, 599
F.2d. 958, 966–969 (Ct. Cl. 1976). The government is never guilty
of direct infringement of a patent insofar as direct infringement
means tortious or wrongful conduct. Decca Ltd. v. United States,
640 F.d2 1156, 1166 (Ct. Cl. 1980); ITT Corp. v. United States, 17
Cl. Ct. 199, 202 (1989). Because the suits are not directly analo-
gous, it has been held that the EAJA does not apply to patent own-
ers who must sue the government for infringement to recover just
compensation. De Graffenried v. United States, 29 Fed. Cl. 384,
386–87 (1993). No owner has yet been able to recover any of its liti-
gation costs under the EAJA. Under the Act, costs must be as-
sessed against the government when a small business or non-profit
claimant prevails in a suit in which it otherwise could have claimed
fees and costs against a private party, but will not be awarded
when the government’s position in the litigation is ‘‘substantially
justified.’’

Currently, equity cannot be done in reimbursing patent owners
for fees and costs because the courts have generally taken the posi-
tion that if Congress had intended to include such reimbursement,
it should have said so specifically. That is what this bill does—it
says so specifically. It authorizes the express recovery of reasonable
costs and fees by small businesses, non-profit entities, or independ-
ent patent owners who are forced to litigate against the govern-
ment to obtain compensation for infringement by the government.
Under the bill, the fees and costs in each case will be scrutinized
by the Court of Federal Claims to assure that they are reasonable.

The effective date provision applies to action pending on, or
brought on or after, the date of enactment of this Act. By reference
to actions that are pending, the Committee intends to cover any ac-
tion under section 1498(a) that has been filed in the United States
Court of Federal Claims and that has not yet been finally disposed
of in all respects. Thus, it is intended to apply to any action pend-
ing on the issues of liability, damages, or compensation of costs
pending in front of the United States Court of Federal Claims or
on appeal to the United States Court for the Federal Circuit. The
term ‘‘actions’’ has the same meaning as applied to the term ‘‘cases’’
in United States v. 1002.35 Acres of Land, 942 F.2d 733 (10th Cir.
1991) and as applied to the terms ‘‘any case’’ any ‘‘any appeal’’ in
Jones v. Brown, 41 F.3d 634 (Fed. Cir. 1994).

Section 605.—Electronic filing
Section 605 amends § 22 of title 35 to make it clear that the PTO

can receive in an electronic format.
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CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3 of rule XIII of the Rules of the House
of Representatives, changes in existing law made by the bill, as re-
ported, are shown as follows (existing law proposed to be omitted
is enclosed in black brackets, new matter is printed in italic, exist-
ing law in which no change is proposed is shown in roman):

TITLE 35, UNITED STATES CODE

Part Sec.
øI. Patent and Trademark Office .............................................................. 1¿
I. United States Patent and Trademark Office .................................... 1

* * * * * * *

øPART I—PATENT AND TRADEMARK OFFICE¿

PART I—UNITED STATES PATENT AND
TRADEMARK OFFICE

Chap. Sec.
ø1. Establishment, Officers, Functions ......................................................... 1¿
1. Establishment, Officers and Employees, Functions ............................... 1

* * * * * * *
5. Invention Development Services ................................................................. 51

* * * * * * *

øCHAPTER 1—ESTABLISHMENT, OFFICERS, FUNCTIONS

øSec.
ø1. Establishment.
ø2. Seal.
ø3. Officers and employees.
ø4. Restrictions on officers and employees as to interest in patents.
ø6. Duties of Commissioner.
ø7. Board of Patent Appeals and Interferences.
ø8. Library.
ø9. Classification of patents.
ø10. Certified copies of records.
ø11. Publications.
ø12. Exchange of copies of patents with foreign countries.
ø13. Copies of patents for public libraries.
ø14. Annual report to Congress.¿

CHAPTER 1—ESTABLISHMENT, OFFICERS AND
EMPLOYEES, FUNCTIONS

Sec.
1. Establishment.
2. Powers and duties.
3. Officers and employees.
4. Restrictions on officers and employees as to interest in patents.
5. Patent and Trademark Office Management Advisory Board.
6. Board of Patent Appeals and Interferences.
7. Suits by and against the Office.
8. Library.
9. Classification of patents.

10. Certified copies of records.
11. Publications.
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12. Exchange of copies of patents with foreign countries.
13. Copies of patents for public libraries.
14. Annual report to Congress.

ø§ 1. Establishment
øThe Patent and Trademark Office shall continue as an office in

the Department of Commerce, where records, books, drawings,
specifications, and other papers and things pertaining to patents
and to trademark registrations shall be kept and preserved, except
as otherwise provided by law.

ø§ 2. Seal
øThe Patent and Trademark Office shall have a seal with which

letters patent, certificates of trade-mark registrations, and papers
issued from the Office shall be authenticated.

ø§ 3. Officers and employees
ø(a) There shall be in the Patent and Trademark Office a Com-

missioner of Patents and Trademarks, a Deputy Commissioner, two
Assistant Commissioners, and examiners-in-chief appointed under
section 7 of this title. The Deputy Commissioner, or, in the event
of a vacancy in that office, the Assistant Commissioner senior in
date of appointment shall fill the office of Commissioner during a
vacancy in that office until the Commissioner is appointed and
takes office. The Commissioner of Patents and Trademarks, the
Deputy Commissioner, and the Assistant Commissioners shall be
appointed by the President, by and with the advice and consent of
the Senate. The Secretary of Commerce, upon the nomination of
the Commissioner, in accordance with law shall appoint all other
officers and employees.

ø(b) The Secretary of Commerce may vest in himself the func-
tions of the Patent and Trademark Office and its officers and em-
ployees specified in this title and may from time to time authorize
their performance by any other officer or employee.

ø(c) The Secretary of Commerce is authorized to fix the per
annum rate of basic compensation of each examiner-in-chief in the
Patent and Trademark Office at not in excess of the maximum
scheduled rate provided for positions in grade 17 of the General
Schedule of the Classification Act of 1949, as amended.

ø(d) The Commissioner of Patents and Trademarks shall be an
Assistant Secretary of Commerce and shall receive compensation at
the rate prescribed by law for Assistant Secretaries of Commerce.

ø(e) The members of the Trademark Trial and Appeal Board of
the Patent and Trademark Office shall each be paid at a rate not
to exceed the maximum rate of basic pay payable for GS–16 of the
General Schedule under section 5332 of title 5.¿

§ 1. Establishment
(a) ESTABLISHMENT.—The United States Patent and Trademark

Office is established as a wholly owned Government corporation
subject to chapter 91 of title 31, and shall be an agency of the Unit-
ed States under the policy direction of the Secretary of Commerce,
except as otherwise provided in this title. For purposes of internal
management, the United States Patent and Trademark Office shall
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be a corporate body not subject to supervision by any department,
except as otherwise provided in this title.

(b) OFFICES.—The United States Patent and Trademark Office
shall maintain an office in the District of Columbia, or the metro-
politan area thereof, for the service of process and papers and shall
be deemed, for purposes of venue in civil actions, to be a resident
of the district in which its principal office is located. The United
States Patent and Trademark Office may establish offices in such
other places as it considers necessary or appropriate in the conduct
of its business.

(c) REFERENCE.—For purposes of this title, the United States Pat-
ent and Trademark Office shall also be referred to as the ‘‘Office’’
and the ‘‘Patent and Trademark Office’’.

§ 2. Powers and Duties
(a) IN GENERAL.—The United States Patent and Trademark Of-

fice shall be responsible for—
(1) the granting and issuing of patents and the registration

of trademarks;
(2) conducting studies, programs, or exchanges of items or

services regarding domestic and international patent and trade-
mark law, the administration of the Office, or any other func-
tion vested in the Office by law, including programs to recog-
nize, identify, assess, and forecast the technology of patented in-
ventions and their utility to industry;

(3)(A) authorizing or conducting studies and programs coop-
eratively with foreign patent and trademark offices and inter-
national organizations, in connection with the granting and is-
suing of patents and the registration of trademarks; and

(B) with the concurrence of the Secretary of State, authorizing
the transfer of not to exceed $100,000 in any year to the Depart-
ment of State for the purpose of making special payments to
international intergovernmental organizations for studies and
programs for advancing international cooperation concerning
patents, trademarks, and related matters; and

(4) disseminating to the public information with respect to
patents and trademarks.

The special payments under paragraph (3)(B) shall be in addition
to any other payments or contributions to international organiza-
tions described in paragraph (3)(B) and shall not be subject to any
limitations imposed by law on the amounts of such other payments
or contributions by the United States Government.

(b) SPECIFIC POWERS.—The Office—
(1) shall have perpetual succession;
(2) shall adopt and use a corporate seal, which shall be judi-

cially noticed and with which letters patent, certificates of
trademark registrations, and papers issued by the Office shall
be authenticated;

(3) may sue and be sued in its corporate name and be rep-
resented by its own attorneys in all judicial and administrative
proceedings, subject to the provisions of section 8;

(4) may indemnify the Commissioner of Patents and Trade-
marks, and other officers, attorneys, agents, and employees (in-
cluding members of the Management Advisory Board estab-
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lished in section 5) of the Office for liabilities and expenses in-
curred within the scope of their employment;

(5) may adopt, amend, and repeal bylaws, rules, regulations,
and determinations, which—

(A) shall govern the manner in which its business will be
conducted and the powers granted to it by law will be exer-
cised;

(B) shall be made after notice and opportunity for full
participation by interested public and private parties;

(C) shall facilitate and expedite the processing of patent
applications, particularly those which can be filed, stored,
processed, searched, and retrieved electronically, subject to
the provisions of section 122 relating to the confidential sta-
tus of applications; and

(D) may govern the recognition and conduct of agents, at-
torneys, or other persons representing applicants or other
parties before the Office, and may require them, before
being recognized as representatives of applicants or other
persons, to show that they are of good moral character and
reputation and are possessed of the necessary qualifications
to render to applicants or other persons valuable service,
advice, and assistance in the presentation or prosecution of
their applications or other business before the Office;

(6) may acquire, construct, purchase, lease, hold, manage, op-
erate, improve, alter, and renovate any real, personal, or mixed
property, or any interest therein, as it considers necessary to
carry out its functions;

(7)(A) may make such purchases, contracts for the construc-
tion, maintenance, or management and operation of facilities,
and contracts for supplies or services, without regard to the pro-
visions of the Federal Property and Administrative Services Act
of 1949 (40 U.S.C. 471 and following), the Public Buildings Act
(40 U.S.C. 601 and following), and the Stewart B. McKinney
Homeless Assistance Act (42 U.S.C. 11301 and following); and

(B) may enter into and perform such purchases and contracts
for printing services, including the process of composition,
platemaking, presswork, silk screen processes, binding,
microform, and the products of such processes, as it considers
necessary to carry out the functions of the Office, without regard
to sections 501 through 517 and 1101 through 1123 of title 44;

(8) may use, with their consent, services, equipment, person-
nel, and facilities of other departments, agencies, and instru-
mentalities of the Federal Government, on a reimbursable basis,
and cooperate with such other departments, agencies, and in-
strumentalities in the establishment and use of services, equip-
ment, and facilities of the Office;

(9) may obtain from the Administrator of General Services
such services as the Administrator is authorized to provide to
other agencies of the United States, on the same basis as those
services are provided to other agencies of the United States;

(10) may use, with the consent of the United States and the
agency, government, or international organization concerned,
the services, records, facilities, or personnel of any State or local
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government agency or instrumentality or foreign government or
international organization to perform functions on its behalf;

(11) may determine the character of and the necessity for its
obligations and expenditures and the manner in which they
shall be incurred, allowed, and paid, subject to the provisions
of this title and the Act of July 5, 1946 (commonly referred to
as the ‘Trademark Act of 1946’);

(12) may retain and use all of its revenues and receipts, in-
cluding revenues from the sale, lease, or disposal of any real,
personal, or mixed property, or any interest therein, of the Of-
fice, including for research and development and capital invest-
ment, subject to the provisions of section 10101 of the Omnibus
Budget Reconciliation Act of 1990 (35 U.S.C. 41 note);

(13) shall have the priority of the United States with respect
to the payment of debts from bankrupt, insolvent, and dece-
dents’ estates;

(14) may accept monetary gifts or donations of services, or of
real, personal, or mixed property, in order to carry out the func-
tions of the Office;

(15) may execute, in accordance with its bylaws, rules, and
regulations, all instruments necessary and appropriate in the
exercise of any of its powers;

(16) may provide for liability insurance and insurance
against any loss in connection with its property, other assets, or
operations either by contract or by self-insurance; and

(17) shall pay any settlement or judgment entered against it
from the funds of the Office and not from amounts available
under section 1304 of title 31.

§ 3. Officers and employees
(a) COMMISSIONER.—

(1) IN GENERAL.—The management of the United States Pat-
ent and Trademark Office shall be vested in a Commissioner of
Patents and Trademarks (hereafter in this title referred to as
the ‘Commissioner’), who shall be a citizen of the United States
and who shall be appointed by the President, by and with the
advice and consent of the Senate. The Commissioner shall be a
person who, by reason of professional background and experi-
ence in patent or trademark law, is especially qualified to man-
age the Office.

(2) DUTIES.—
(A) IN GENERAL.—The Commissioner shall be responsible

for the management and direction of the Office, including
the issuance of patents and the registration of trademarks,
and shall perform these duties in a fair, impartial, and eq-
uitable manner.

(B) ADVISING THE PRESIDENT.—The Commissioner shall
advise the President, through the Secretary of Commerce, of
all activities of the Office undertaken in response to obliga-
tions of the United States under treaties and executive
agreements, or which relate to cooperative programs with
those authorities of foreign governments that are respon-
sible for granting patents or registering trademarks. The
Commissioner shall also recommend to the President,
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through the Secretary of Commerce, changes in law or pol-
icy which may improve the ability of United States citizens
to secure and enforce patent rights or trademark rights in
the United States or in foreign countries.

(C) CONSULTING WITH THE MANAGEMENT ADVISORY
BOARD.—The Commissioner shall consult with the Manage-
ment Advisory Board established in section 5 on a regular
basis on matters relating to the operation of the Office, and
shall consult with the Board before submitting budgetary
proposals to the Office of Management and Budget or
changing or proposing to change patent or trademark user
fees or patent or trademark regulations.

(D) SECURITY CLEARANCES.—The Commissioner, in con-
sultation with the Director of the Office of Personnel Man-
agement, shall maintain a program for identifying national
security positions and providing for appropriate security
clearances.

(3) TERM.—The Commissioner shall serve a term of 5 years,
and may continue to serve after the expiration of the Commis-
sioner’s term until a successor is appointed and assumes office.
The Commissioner may be reappointed to subsequent terms.

(4) OATH.—The Commissioner shall, before taking office, take
an oath to discharge faithfully the duties of the Office.

(5) COMPENSATION.—The Commissioner shall receive com-
pensation at the rate of pay in effect for level II of the Executive
Schedule under section 5313 of title 5.

(6) REMOVAL.—The Commissioner may be removed from of-
fice by the President only for cause.

(7) DESIGNEE OF COMMISSIONER.—The Commissioner shall
designate an officer of the Office who shall be vested with the
authority to act in the capacity of the Commissioner in the event
of the absence or incapacity of the Commissioner.

(b) OFFICERS AND EMPLOYEES OF THE OFFICE.—
(1) DEPUTY COMMISSIONERS.—The Commissioner shall ap-

point a Deputy Commissioner for Patents and a Deputy Com-
missioner for Trademarks for terms that shall expire on the
date on which the Commissioner’s term expires. The Deputy
Commissioner for Patents shall be a person with demonstrated
experience in patent law and the Deputy Commissioner for
Trademarks shall be a person with demonstrated experience in
trademark law. The Deputy Commissioner for Patents and the
Deputy Commissioner for Trademarks shall be the principal
policy and management advisors to the Commissioner on all as-
pects of the activities of the Office that affect the administration
of patent and trademark operations, respectively.

(2) OTHER OFFICERS AND EMPLOYEES.—The Commissioner
shall—

(A) appoint an Inspector General and such other officers,
employees (including attorneys), and agents of the Office as
the Commissioner considers necessary to carry out its func-
tions;

(B) fix the compensation of such officers and employees,
except as otherwise provided in this section; and
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(C) define the authority and duties of such officers and
employees and delegate to them such of the powers vested
in the Office as the Commissioner may determine.

The Office shall not be subject to any administratively or statu-
torily imposed limitation on positions or personnel, and no posi-
tions or personnel of the Office shall be taken into account for
purposes of applying any such limitation.

(c) LIMITS ON COMPENSATION.—Except as otherwise provided by
law, the annual rate of basic pay of an officer or employee of the
Office may not be fixed at a rate that exceeds, and total compensa-
tion payable to any such officer or employee for any year may not
exceed, the annual rate of basic pay in effect for the Commissioner
for the year involved. The Commissioner shall prescribe such regu-
lations as may be necessary to carry out this subsection.

(d) INAPPLICABILITY OF TITLE 5 GENERALLY.—Except as otherwise
provided in this section, officers and employees of the Office shall
not be subject to the provisions of title 5 relating to Federal employ-
ees.

(e) CONTINUED APPLICABILITY OF CERTAIN PROVISIONS OF TITLE
5.—

(1) IN GENERAL.—The following provisions of title 5 shall
apply to the Office and its officers and employees:

(A) Section 3110 (relating to employment of relatives; re-
strictions).

(B) Subchapter II of chapter 55 (relating to withholding
pay).

(C) Subchapters II and III of chapter 73 (relating to em-
ployment limitations and political activities, respectively).

(D) Chapter 71 (relating to labor-management relations),
subject to paragraph (2) and subsection (g).

(E) Section 3303 (relating to political recommendations).
(F) Subchapter II of chapter 61 (relating to flexible and

compressed work schedules).
(2) COMPENSATION SUBJECT TO COLLECTIVE BARGAINING.—

(A) IN GENERAL.—Notwithstanding any other provision of
law, for purposes of applying chapter 71 of title 5 pursuant
to paragraph (1)(D), basic pay and other forms of com-
pensation shall be considered to be among the matters as
to which the duty to bargain in good faith extends under
such chapter.

(B) EXCEPTIONS.—The duty to bargain in good faith
shall not, by reason of subparagraph (A), be considered to
extend to any benefit under title 5 which is afforded by
paragraph (1), (2), (3), or (4) of subsection (f).

(C) LIMITATIONS APPLY.—Nothing in this subsection shall
be considered to allow any limitation under subsection (c)
to be exceeded.

(f) PROVISIONS OF TITLE 5 THAT CONTINUE TO APPLY, SUBJECT TO
CERTAIN REQUIREMENTS.—

(1) RETIREMENT.—(A) The provisions of subchapter III of
chapter 83 and chapter 84 of title 5 shall apply to the Office
and its officers and employees, subject to subparagraph (B).

(B)(i) The amount required of the Office under the second sen-
tence of section 8334(a)(1) of title 5 with respect to any particu-
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lar individual shall, instead of the amount which would other-
wise apply, be equal to the normal-cost percentage (determined
with respect to officers and employees of the Office using dy-
namic assumptions, as defined by section 8401(9) of such title)
of the individual’s basic pay, minus the amount required to be
withheld from such pay under such section 8334(a)(1).

(ii) The amount required of the Office under section
8334(k)(1)(B) of title 5 with respect to any particular individual
shall be equal to an amount computed in a manner similar to
that specified in clause (i), as determined in accordance with
clause (iii).

(iii) Any regulations necessary to carry out this subparagraph
shall be prescribed by the Office of Personnel Management.

(C) The United States Patent and Trademark Office may sup-
plement the benefits provided under the preceding provisions of
this paragraph.

(2) HEALTH BENEFITS.—(A) The provisions of chapter 89 of
title 5 shall apply to the Office and its officers and employees,
subject to subparagraph (B).

(B)(i) With respect to any individual who becomes an officer
or employee of the Office pursuant to subsection (h), the eligi-
bility of such individual to participate in such program as an
annuitant (or of any other person to participate in such pro-
gram as an annuitant based on the death of such individual)
shall be determined disregarding the requirements of section
8905(b) of title 5. The preceding sentence shall not apply if the
individual ceases to be an officer or employee of the Office for
any period of time after becoming an officer or employee of the
Office pursuant to subsection (h) and before separation.

(ii) The Government contributions authorized by section 8906
for health benefits for anyone participating in the health bene-
fits program pursuant to this subparagraph shall be made by
the Office in the same manner as provided under section
8906(g)(2) of title 5 with respect to the United States Postal
Service for individuals associated therewith.

(iii) For purposes of this subparagraph, the term ‘annuitant’
has the meaning given such term by section 8901(3) of title 5.

(C) The Office may supplement the benefits provided under
the preceding provisions of this paragraph.

(3) LIFE INSURANCE.—(A) The provisions of chapter 87 of title
5 shall apply to the Office and its officers and employees, sub-
ject to subparagraph (B).

(B)(i) Eligibility for life insurance coverage after retirement or
while in receipt of compensation under subchapter I of chapter
81 of title 5 shall be determined, in the case of any individual
who becomes an officer or employee of the Office pursuant to
subsection (h), without regard to the requirements of section
8706(b) (1) or (2), but subject to the condition specified in the
last sentence of paragraph (2)(B)(i) of this subsection.

(ii) Government contributions under section 8708(d) on behalf
of any such individual shall be made by the Office in the same
manner as provided under paragraph (3) thereof with respect to
the United States Postal Service for individuals associated
therewith.
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(C) The Office may supplement the benefits provided under
the preceding provisions of this paragraph.

(4) EMPLOYEES’ COMPENSATION FUND.—(A) Officers and em-
ployees of the Office shall not become ineligible to participate in
the program under chapter 81 of title 5, relating to compensa-
tion for work injuries, by reason of subsection (d).

(B) The Office shall remain responsible for reimbursing the
Employees’ Compensation Fund, pursuant to section 8147 of
title 5, for compensation paid or payable after the effective date
of the Patent and Trademark Office Government Corporation
Act of 1996 in accordance with chapter 81 of title 5 with regard
to any injury, disability, or death due to events arising before
such date, whether or not a claim has been filed or is final on
such date.

(g) LABOR-MANAGEMENT RELATIONS.—
(1) LABOR RELATIONS AND EMPLOYEE RELATIONS PROGRAMS.—

The Office shall develop labor relations and employee relations
programs with the objective of improving productivity and effi-
ciency, incorporating the following principles:

(A) Such programs shall be consistent with the merit
principles in section 2301(b) of title 5.

(B) Such programs shall provide veterans preference pro-
tections equivalent to those established by sections 2108,
3308–3318, and 3320 of title 5.

(C)(i) The right to work shall not be subject to undue re-
straint or coercion. The right to work shall not be infringed
or restricted in any way based on membership in, affili-
ation with, or financial support of a labor organization.

(ii) No person shall be required, as a condition of employ-
ment or continuation of employment—

(I) to resign or refrain from voluntary membership
in, voluntary affiliation with, or voluntary financial
support of a labor organization;

(II) to become or remain a member of a labor organi-
zation;

(III) to pay any dues, fees, assessments, or other
charges of any kind or amount to a labor organization;

(IV) to pay to any charity or other third party, in lieu
of such payments, any amount equivalent to or a pro-
rata portion of dues, fees, assessments, or other charges
regularly required of members of a labor organization;
or

(V) to be recommended, approved, referred, or cleared
by or through a labor organization.

(iii) This subparagraph shall not apply to a person de-
scribed in section 7103(a)(2)(v) of title 5 or a ‘‘supervisor’’,
‘‘management official’’, or ‘‘confidential employee’’ as those
terms are defined in 7103(a)(10), (11), and (13) of such
title.

(iv) Any labor organization recognized by the Office as
the exclusive representative of a unit of employees of the Of-
fice shall represent the interests of all employees in that
unit without discrimination and without regard to labor
organization membership.
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(2) ADOPTION OF EXISTING LABOR AGREEMENTS.—The Office
shall adopt all labor agreements which are in effect, as of the
day before the effective date of the Patent and Trademark Office
Government Corporation Act of 1996, with respect to such Office
(as then in effect).

(h) CARRYOVER OF PERSONNEL.—
(1) FROM PTO.—Effective as of the effective date of the Patent

and Trademark Office Government Corporation Act of 1996, all
officers and employees of the Patent and Trademark Office on
the day before such effective date shall become officers and em-
ployees of the Office, without a break in service.

(2) OTHER PERSONNEL.—Any individual who, on the day be-
fore the effective date of the Patent and Trademark Office Gov-
ernment Corporation Act of 1996, is an officer or employee of
the Department of Commerce (other than an officer or employee
under paragraph (1)) shall be transferred to the Office if—

(A) such individual serves in a position for which a
major function is the performance of work reimbursed by
the Patent and Trademark Office, as determined by the
Secretary of Commerce;

(B) such individual serves in a position that performed
work in support of the Patent and Trademark Office during
at least half of the incumbent’s work time, as determined
by the Secretary of Commerce; or

(C) such transfer would be in the interest of the Office,
as determined by the Secretary of Commerce in consulta-
tion with the Commissioner of Patents and Trademarks.

Any transfer under this paragraph shall be effective as of the
same effective date as referred to in paragraph (1), and shall
be made without a break in service.

(3) ACCUMULATED LEAVE.—The amount of sick and annual
leave and compensatory time accumulated under title 5 before
the effective date described in paragraph (1), by those becoming
officers or employees of the Office pursuant to this subsection,
are obligations of the Office.

(4) TERMINATION RIGHTS.—Any employee referred to in para-
graph (1) or (2) of this subsection whose employment with the
Office is terminated during the 2-year period beginning on the
effective date of the Patent and Trademark Office Government
Corporation Act of 1996 shall be entitled to rights and benefits,
to be afforded by the Office, similar to those such employee
would have had under Federal law if termination had occurred
immediately before such date. An employee who would have
been entitled to appeal any such termination to the Merit Sys-
tems Protection Board, if such termination had occurred imme-
diately before such effective date, may appeal any such termi-
nation occurring within this 2-year period to the Board under
such procedures as it may prescribe.

(5) CONTINUATION IN OFFICE OF CERTAIN OFFICERS.—(A) The
individual serving as the Commissioner of Patents and Trade-
marks on the day before the effective date of the Patent and
Trademark Office Government Corporation Act of 1996 may
serve as the Commissioner until the date on which a Commis-
sioner is appointed under subsection (a).
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(B) The individual serving as the Assistant Commissioner for
Patents on the day before the effective date of the Patent and
Trademark Office Government Corporation Act of 1996 may
serve as the Deputy Commissioner for Patents until the date on
which a Deputy Commissioner for Patents is appointed under
subsection (b).

(C) The individual serving as the Assistant Commissioner for
Trademarks on the day before the effective date of the Patent
and Trademark Office Government Corporation Act of 1996
may serve as the Deputy Commissioner for Trademarks until
the date on which a Deputy Commissioner for Trademarks is
appointed under subsection (b).

(i) COMPETITIVE STATUS.—For purposes of appointment to a posi-
tion in the competitive service for which an officer or employee of
the Office is qualified, such officer or employee shall not forfeit any
competitive status, acquired by such officer or employee before the
effective date of the Patent and Trademark Office Government Cor-
poration Act of 1996, by reason of becoming an officer or employee
of the Office pursuant to subsection (h).

(j) SAVINGS PROVISIONS.—
(1) IN GENERAL.—Compensation, benefits, and other terms

and conditions of employment in effect immediately before the
effective date of the Patent and Trademark Office Government
Corporation Act of 1996, whether provided by statute or by
rules and regulations of the former Patent and Trademark Of-
fice or the executive branch of the Government of the United
States, shall continue to apply to officers and employees of the
Office, until changed in accordance with this section (whether
by action of the Commissioner or otherwise).

(2) PROVISIONS SPECIFIC TO BASIC PAY.—With respect to any
individual who becomes an officer or employee of the Office pur-
suant to subsection (h), the rate of basic pay for such officer or
employee may not, on or after the effective date of the Patent
and Trademark Office Government Corporation Act of 1996, be
less than the rate in effect immediately before such effective
date, except—

(A) pursuant to a collective-bargaining agreement entered
into under this section; or

(B) for inefficiency, neglect of duty, or misconduct, on the
part of such individual.

For purposes of this subparagraph, the term ‘‘basic pay’’ in-
cludes any amount considered to be part of basic pay for pur-
poses of subchapter III of chapter 83 or chapter 84 of title 5.

(k) REMOVAL OF QUASI-JUDICIAL EXAMINERS.—The Office may re-
move a patent examiner or examiner-in-chief, or a trademark exam-
iner or member of a Trademark Trial and Appeal Board, only for
such cause as will promote the efficiency of the Office.

* * * * * * *

§ 5. Patent and Trademark Office Management Advisory
Board

(a) ESTABLISHMENT OF MANAGEMENT ADVISORY BOARD.—
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(1) APPOINTMENT.—The United States Patent and Trademark
Office shall have a Management Advisory Board (hereafter in
this title referred to as the ‘‘Board’’) of 12 members, 4 of whom
shall be appointed by the President, 4 of whom shall be ap-
pointed by the Speaker of the House of Representatives, and 4
of whom shall be appointed by the President pro tempore of the
Senate. Not more than 3 of the 4 members appointed by each
appointing authority shall be members of the same political
party.

(2) TERMS.—Members of the Board shall be appointed for a
term of 4 years each, except that of the members first appointed
by each appointing authority, 1 shall be for a term of 1 year,
1 shall be for a term of 2 years, and 1 shall be for a term of
3 years. No member may serve more than 1 term.

(3) CHAIR.—The President shall designate the chair of the
Board, whose term as chair shall be for 3 years.

(4) TIMING OF APPOINTMENTS.—Initial appointments to the
Board shall be made within 3 months after the effective date of
the Patent and Trademark Office Government Corporation Act
of 1996, and vacancies shall be filled within 3 months after
they occur.

(5) VACANCIES.—Vacancies shall be filled in the manner in
which the original appointment was made under this sub-
section. Members appointed to fill a vacancy occurring before
the expiration of the term for which the member’s predecessor
was appointed shall be appointed only for the remainder of that
term. A member may serve after the expiration of that member’s
term until a successor is appointed.

(6) COMMITTEES.—The Chair shall designate members of the
Board to serve on a committee on patent operations and on a
committee on trademark operations to perform the duties set
forth in subsection (e) as they relate specifically to the Office’s
patent operations, and the Office’s trademark operations, re-
spectively.

(b) BASIS FOR APPOINTMENTS.—Members of the Board shall be
citizens of the United States who shall be chosen so as to represent
the interests of diverse users of the United States Patent and Trade-
mark Office, and shall include individuals with substantial back-
ground and achievement in corporate finance and management.

(c) APPLICABILITY OF CERTAIN ETHICS LAWS.—Members of the
Board shall be special Government employees within the meaning
of section 202 of title 18.

(d) MEETINGS.—The Board shall meet at the call of the chair to
consider an agenda set by the chair.

(e) DUTIES.—The Board shall—
(1) review the policies, goals, performance, budget, and user

fees of the United States Patent and Trademark Office, and ad-
vise the Commissioner on these matters; and

(2) within 60 days after the end of each fiscal year, prepare
an annual report on the matters referred to in paragraph (1),
transmit the report to the President and the Committees on the
Judiciary of the Senate and the House of Representatives, and
publish the report in the Patent and Trademark Office Official
Gazette.
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(f) COMPENSATION.—Members of the Board shall be compensated
for each day (including travel time) during which they are attend-
ing meetings or conferences of the Board or otherwise engaged in the
business of the Board, at the rate which is the daily equivalent of
the annual rate of basic pay in effect for level III of the Executive
Schedule under section 5314 of title 5, and while away from their
homes or regular places of business they may be allowed travel ex-
penses, including per diem in lieu of subsistence, as authorized by
section 5703 of title 5.

(g) ACCESS TO INFORMATION.—Members of the Board shall be pro-
vided access to records and information in the United States Patent
and Trademark Office, except for personnel or other privileged infor-
mation and information concerning patent applications required to
be kept in confidence by section 122.

ø§ 6. Duties of Commissioner
ø(a) The Commissioner, under the direction of the Secretary of

Commerce, shall superintend or perform all duties required by law
respecting the granting and issuing of patents and the registration
of trademarks; shall have the authority to carry on studies, pro-
grams, or exchanges of items or services regarding domestic and
international patent and trademark law or the administration of
the Patent and Trademark Office, including programs to recognize,
identify, assess and forecast the technology of patented inventions
and their utility to industry; and shall have charge of property be-
longing to the Patent and Trademark Office. He may, subject to the
approval of the Secretary of Commerce, establish regulations, not
inconsistent with law, for the conduct of proceedings in the Patent
and Trademark Office.

ø(b) The Commissioner, under the direction of the Secretary of
Commerce, may, in coordination with the Department of State,
carry on programs and studies cooperatively with foreign patent of-
fices and international intergovernmental organizations, or may
authorize such programs and studies to be carried on, in connection
with the performance of duties stated in subsection (a) of this sec-
tion.

ø(c) The Commissioner, under the direction of the Secretary of
Commerce, may, with the concurrence of the Secretary of State,
transfer funds appropriated to the Patent and Trademark Office,
not to exceed $100,000 in any year, to the Department of State for
the purpose of making special payments to international intergov-
ernmental organizations for studies and programs for advancing
international cooperation concerning patents, trademarks, and re-
lated matters. These special payments may be in addition to any
other payments or contributions to the international organization
and shall not be subject to any limitations imposed by law on the
amounts of such other payments or contributions by the Govern-
ment of the United States.¿

ø§ 7. Board of Patent Appeals and Interferences
ø(a) The examiners-in-chief shall be persons of competent legal

knowledge and scientific ability, who shall be appointed to the com-
petitive service. The Commissioner, the Deputy Commissioner, the
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Assistant Commissioners, and the examiners-in-chief shall con-
stitute the Board of Patent Appeals and Interferences.

ø(b) The Board of Patent Appeals and Interferences shall, on
written appeal of an applicant, review adverse decisions of examin-
ers upon applications for patents and shall determine priority and
patentability of invention in interferences declared under section
135(a) of this title. Each appeal and interference shall be heard by
at least three members of the Board of Patent Appeals and Inter-
ferences, who shall be designated by the Commissioner. Only the
Board of Patent Appeals and Interferences has the authority to
grant rehearings.

ø(c) Whenever the Commissioner considers it necessary, in order
to keep current the work of the Board of Patent Appeals and Inter-
ferences, the Commissioner may designate any patent examiner of
the primary examiner grade or higher, having the requisite ability,
to serve as examiner-in-chief for periods not exceeding six months
each. An examiner so designated shall be qualified to act as a
member of the Board of Patent Appeals and Interferences. Not
more than one of the members of the Board of Patent Appeals and
Interferences hearing an appeal or determining an interference
may be an examiner so designated. The Secretary of Commerce is
authorized to fix the pay of each designated examiner-in-chief in
the Patent and Trademark Office at not to exceed the maximum
rate of basic pay payable for grade GS–16 of the General Schedule
under section 5332 of title 5. The rate of basic pay of each individ-
ual designated examiner-in-chief shall be adjusted, at the close of
the period for which that individual was designated to act as exam-
iner-in-chief, to the rate of basic pay which that individual would
have been receiving at the close of such period if such designation
had not been made.¿

§ 6. Board of Patent Appeals and Interferences
(a) ESTABLISHMENT AND COMPOSITION.—There shall be in the

United States Patent and Trademark Office a Board of Patent Ap-
peals and Interferences. The Commissioner, the Deputy Commis-
sioner for Patents, the Deputy Commissioner for Trademarks, and
the examiners-in-chief shall constitute the Board. The examiners-in-
chief shall be persons of competent legal knowledge and scientific
ability.

(b) DUTIES.—The Board of Patent Appeals and Interferences
shall, on written appeal of an applicant, or a patent owner or a
third-party requester in a reexamination proceeding, review adverse
decisions of examiners upon applications for patents and decisions
of examiners in reexamination proceedings, and shall determine pri-
ority and patentability of invention in interferences declared under
section 135(a) of this title. Each appeal and interference shall be
heard by at least 3 members of the Board, who shall be designated
by the Commissioner. Only the Board of Patent Appeals and Inter-
ferences may grant rehearings.

§ 7. Suits by and against the Office
(a) IN GENERAL.—

(1) ACTIONS UNDER UNITED STATES LAW.—Any civil action or
proceeding to which the United States Patent and Trademark
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Office is a party is deemed to arise under the laws of the United
States. The Federal courts shall have exclusive jurisdiction over
all civil actions by or against the Office.

(2) CONTRACT CLAIMS.—Any action or proceeding against the
Office in which any claim is cognizable under the Contract Dis-
putes Act of 1978 (41 U.S.C. 601 and following) shall be subject
to that Act. For purposes of that Act, the Commissioner shall
be deemed to be the agency head with respect to contract claims
arising with respect to the Office. Any other action or proceed-
ing against the Office founded upon contract may be brought in
an appropriate district court, notwithstanding any provision of
title 28.

(3) TORT CLAIMS.—(A) Any action or proceeding against the
Office in which any claim is cognizable under the provisions of
section 1346(b) and chapter 171 of title 28, shall be governed
by those provisions.

(B) Any other action or proceeding against the Office founded
upon tort may be brought in an appropriate district court with-
out regard to the provisions of section 1346(b) and chapter 171
of title 28.

(4) PROHIBITION ON ATTACHMENT, LIENS, ETC.—No attach-
ment, garnishment, lien, or similar process, intermediate or
final, in law or equity, may be issued against property of the
Office.

(5) SUBSTITUTION OF OFFICE AS PARTY.—The Office shall be
substituted as defendant in any civil action or proceeding
against an officer or employee of the Office, if the Office deter-
mines that the officer or employee was acting within the scope
of his or her employment with the Office. If the Office refuses
to certify scope of employment, the officer or employee may at
any time before trial petition the court to find and certify that
the officer or employee was acting within the scope of his or her
employment. Upon certification by the court, the Office shall be
substituted as the party defendant. A copy of the petition shall
be served upon the Office. In any such civil action or proceeding
to which paragraph (3)(A) applies, the provisions of section
1346(b) and chapter 171 of title 28 shall apply in lieu of this
paragraph.

(b) RELATIONSHIP WITH JUSTICE DEPARTMENT.—
(1) EXERCISE BY OFFICE OF ATTORNEY GENERAL’S AUTHORI-

TIES.—Except as provided in this section, with respect to any
action or proceeding in which the Office is a party or an officer
or employee thereof is a party in his or her official capacity, the
Office, officer, or employee may exercise, without prior author-
ization from the Attorney General, the authorities and duties
that otherwise would be exercised by the Attorney General on
behalf of the Office, officer, or employee under title 28 or other
laws.

(2) APPEARANCES BY ATTORNEY GENERAL.—Notwithstanding
paragraph (1), at any time the Attorney General may, in any
action or proceeding described in paragraph (1), file an appear-
ance on behalf of the Office or the officer or employee involved,
without the consent of the Office or the officer or employee.
Upon such filing, the Attorney General shall represent the Of-
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fice or such officer or employee with exclusive authority in the
conduct, settlement, or compromise of that action or proceeding.

(3) CONSULTATIONS WITH AND ASSISTANCE BY ATTORNEY GEN-
ERAL.—The Office may consult with the Attorney General con-
cerning any legal matter, and the Attorney General shall pro-
vide advice and assistance to the Office, including representing
the Office in litigation, if requested by the Office.

(4) REPRESENTATION BEFORE SUPREME COURT.—The Attorney
General shall represent the Office in all cases before the United
States Supreme Court.

(5) QUALIFICATIONS OF ATTORNEYS.—An attorney admitted to
practice to the bar of the highest court of at least one State in
the United States or the District of Columbia and employed by
the Office may represent the Office in any legal proceeding in
which the Office or an officer or employee of the Office is a
party or interested, regardless of whether the attorney is a resi-
dent of the jurisdiction in which the proceeding is held and not-
withstanding any other prerequisites of qualification or appear-
ance required by the court or administrative body before which
the proceeding is conducted.

* * * * * * *

ø§ 14. Annual report to Congress
øThe Commissioner shall report to Congress annually the mon-

eys received and expended, statistics concerning the work of the Of-
fice, and other information relating to the Office as may be useful
to the Congress or the public.¿

§ 14. Annual report to Congress
The Commissioner shall report to the Congress, not later than 180

days after the end of each fiscal year, the moneys received and ex-
pended by the Office, the purposes for which the moneys were spent,
the quality and quantity of the work of the Office, and other infor-
mation relating to the Office. The report under this section shall
also meet the requirements of section 9106 of title 31, to the extent
that such requirements are not inconsistent with the preceding sen-
tence. The report required under this section shall be deemed to be
the report of the United States Patent and Trademark Office under
section 9106 of title 31, and the Commissioner shall not file a sepa-
rate report under such section.

* * * * * * *

CHAPTER 2—PROCEEDINGS IN THE PATENT AND
TRADEMARK OFFICE

* * * * * * *

§ 22. Printing of papers filed
The Commissioner may require papers filed in the Patent and

Trademark Office to be øprinted or typewritten¿ printed,
typwritten, or on an electronic medium.

* * * * * * *
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CHAPTER 3—PRACTICE BEFORE PATENT AND
TRADEMARK OFFICE

Sec.
ø31. Regulations for agents and attorneys.¿

* * * * * * *

ø§ 31. Regulations for agents and attorneys
øThe Commissioner, subject to the approval of the Secretary of

Commerce, may prescribe regulations governing the recognition
and conduct of agents, attorneys, or other persons representing ap-
plicants or other parties before the Patent and Trademark Office,
and may require them, before being recognized as representatives
of applicants or other persons, to show that they are of good moral
character and reputation and are possessed of the necessary quali-
fications to render to applicants or other persons valuable service,
advice, and assistance in the presentation or prosecution of their
applications or other business before the Office.¿

§ 32. Suspension or exclusion from practice
The Commissioner may, after notice and opportunity for a hear-

ing, suspend or exclude, either generally or in any particular case,
from further practice before the Patent and Trademark Office, any
person, agent, or attorney shown to be incompetent or disreputable,
or guilty of gross misconduct, or who does not comply with the reg-
ulations established under section 31 of this title, or who shall, by
word, circular, letter, or advertising, with intent to defraud in any
manner, deceive, mislead, or threaten any applicant or prospective
applicant, or other person having immediate or prospective busi-
ness before the Office. The reasons for any such suspension or ex-
clusion shall be duly recorded. The Commissioner shall have the
discretion to designate any attorney who is an officer or employee
of the United States Patent and Trademark Office to conduct the
hearing required by this section. The United States District Court
for the District of Columbia, under such conditions and upon such
proceedings as it by its rules determines, may review the action of
the Commissioner upon the petition of the person so refused rec-
ognition or so suspended or excluded.

* * * * * * *

CHAPTER 4—PATENT FEES; FUNDING; SEARCH
SYSTEMS

Sec.
41. Patent fees; patent and trademark search systems.
42. Patent and Trademark Office funding.
43. Audits.

* * * * * * *

§ 41. Patent fees; patent and trademark search systems
(a) The Commissioner shall charge the following fees:

(1) * * *

* * * * * * *
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ø(7) On filing each petition for the revival of an unintention-
ally abandoned application for a patent or for the unintention-
ally delayed payment of the fee for issuing each patent, $820,
unless the petition is filed under section 133 or 151 of this
title, in which case the fee shall be $78.¿

* * * * * * *
(7) On filing each petition for the revival of an unintention-

ally abandoned application for a patent, for the unintentionally
delayed payment of the fee for issuing each patent, or for an un-
intentionally delayed response by the patent owner in a reexam-
ination proceeding, $1,250, unless the petition is filed under
sections 133 or 151 of this title, in which case the fee shall be
$110.

* * * * * * *

ø§ 42. Patent and Trademark Office funding
ø(a) All fees for services performed by or materials furnished by

the Patent and Trademark Office will be payable to the Commis-
sioner.

ø(b) All fees paid to the Commissioner and all appropriations for
defraying the costs of the activities of the Patent and Trademark
Office will be credited to the Patent and Trademark Office Appro-
priation Account in the Treasury of the United States.

ø(c) Revenues from fees shall be available to the Commissioner
to carry out, to the extent provided in appropriation Acts, the ac-
tivities of the Patent and Trademark Office. Fees available to the
Commissioner under section 31 of the Trademark Act of 1946 may
be used only for the processing of trademark registrations and for
other activities, services, and materials relating to trademarks and
to cover a proportionate share of the administrative costs of the
Patent and Trademark Office.

ø(d) The Commissioner may refund any fee paid by mistake or
any amount paid in excess of that required.

ø(e) The Secretary of Commerce shall, on the day each year on
which the President submits the annual budget to the Congress,
provide to the Committees on the Judiciary of the Senate and the
House of Representatives—

ø(1) a list of patent and trademark fee collections by the Pat-
ent and Trademark Office during the preceding fiscal year;

ø(2) a list of activities of the Patent and Trademark Office
during the preceding fiscal year which were supported by pat-
ent fee expenditures, trademark fee expenditures, and appro-
priations;

ø(3) budget plans for significant programs, projects, and ac-
tivities of the Office, including out-year funding estimates;

ø(4) any proposed disposition of surplus fees by the Office;
and

ø(5) such other information as the committees consider nec-
essary.¿
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§ 42. Patent and Trademark Office funding
(a) FEES PAYABLE TO THE OFFICE.—All fees for services performed

by or materials furnished by the United States Patent and Trade-
mark Office shall be payable to the Office.

(b) USE OF MONEYS.—Moneys from fees shall be available to the
United States Patent and Trademark Office to carry out, to the ex-
tent provided in appropriations Acts, the functions of the Office.
Moneys of the Office not otherwise used to carry out the functions
of the Office shall be kept in cash on hand or on deposit, or invested
in obligations of the United States or guaranteed by the United
States, or in obligations or other instruments which are lawful in-
vestments for fiduciary, trust, or public funds. Fees available to the
Office under this title shall be used for the processing of patent ap-
plications and for other services and materials relating to patents.
Fees available to the Office under section 31 of the Act of July 5,
1946 (commonly referred to as the ‘‘Trademark Act of 1946’’; 15
U.S.C. 1113), shall be used for the processing of trademark registra-
tions and for other services and materials relating to trademarks.

(c) BORROWING AUTHORITY.—The United States Patent and
Trademark Office is authorized to issue from time to time for pur-
chase by the Secretary of the Treasury its debentures, bonds, notes,
and other evidences of indebtedness (hereafter in this subsection re-
ferred to as ‘‘obligations’’) to assist in financing its activities. Bor-
rowing under this subsection shall be subject to prior approval in
appropriations Acts. Such borrowing shall not exceed amounts ap-
proved in appropriations Acts. Any borrowing under this subsection
shall be repaid only from fees paid to the Office and surcharges ap-
propriated by the Congress. Such obligations shall be redeemable at
the option of the Office before maturity in the manner stipulated in
such obligations and shall have such maturity as is determined by
the Office with the approval of the Secretary of the Treasury. Each
such obligation issued to the Treasury shall bear interest at a rate
not less than the current yield on outstanding marketable obliga-
tions of the United States of comparable maturity during the month
preceding the issuance of the obligation as determined by the Sec-
retary of the Treasury. The Secretary of the Treasury shall purchase
any obligations of the Office issued under this subsection and for
such purpose the Secretary of the Treasury is authorized to use as
a public-debt transaction the proceeds of any securities issued under
chapter 31 of title 31, and the purposes for which securities may be
issued under that chapter are extended to include such purpose.
Payment under this subsection of the purchase price of such obliga-
tions of the United States Patent and Trademark Office shall be
treated as public debt transactions of the United States.

§ 43. Audits
(a) IN GENERAL.—Financial statements of the United States Pat-

ent and Trademark Office shall be prepared on an annual basis in
accordance with generally accepted accounting principles. Such
statements shall be audited by an independent certified public ac-
countant chosen by the Commissioner. The audit shall be conducted
in accordance with standards that are consistent with generally ac-
cepted Government auditing standards and other standards estab-
lished by the Comptroller General, and with the generally accepted
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auditing standards of the private sector, to the extent feasible. The
Commissioner shall transmit to the Committees on the Judiciary of
the House of Representatives and the Senate the results of each
audit under this subsection.

(b) REVIEW BY COMPTROLLER GENERAL.—The Comptroller Gen-
eral may review any audit of the financial statement of the Patent
and Trademark Office that is conducted under subsection (a). The
Comptroller General shall report to the Congress and the Office the
results of any such review and shall include in such report appro-
priate recommendations.

(c) AUDIT BY COMPTROLLER GENERAL.—The Comptroller General
may audit the financial statements of the Office and such audit
shall be in lieu of the audit required by subsection (a). The Office
shall reimburse the Comptroller General for the cost of any audit
conducted under this subsection.

(d) ACCESS TO OFFICE RECORDS.—All books, financial records, re-
port files, memoranda, and other property that the Comptroller Gen-
eral deems necessary for the performance of any audit shall be made
available to the Comptroller General.

(e) APPLICABILITY IN LIEU OF TITLE 31 PROVISIONS.—This section
applies to the Office in lieu of the provisions of section 9105 of title
31.

CHAPTER 5—INVENTION DEVELOPMENT SERVICES

Sec.
51. Definitions.
52. Contracting requirements.
53. Standard provisions for cover notice.
54. Reports to customer required.
55. Mandatory contract terms.
56. Remedies.
57. Records of complaints.
58. Fraudulent representation by an invention developer.
59. Rule of construction.

§ 51. Definitions
For purposes of this chapter—

(1) the term ‘‘contract for invention development services’’
means a contract by which an invention developer undertakes
invention development services for a customer;

(2) the term ‘‘customer’’ means any person, firm, partnership,
corporation, or other entity who is solicited by, seeks the services
of, or enters into a contract with an invention promoter for in-
vention promotion services;

(3) the term ‘‘invention promoter’’ means any person, firm,
partnership, corporation, or other entity who offers to perform
or performs for, or on behalf of, a customer any act described
under paragraph (4), but does not include—

(A) any department or agency of the Federal Government
or of a State or local government;

(B) any nonprofit, charitable, scientific, or educational
organization, qualified under applicable State law or de-
scribed under section 170(b)(1)(A) of the Internal Revenue
Code of 1986; or
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(C) any person duly registered and in good standing be-
fore the Patent and Trademark Office acting within the
scope of that person’s registration to practice before the Pat-
ent and Trademark Office; and

(4) the term ‘‘invention development services’’ means, with re-
spect to an invention by a customer, any act involved in—

(A) evaluating the invention to determine its
protectability as some form of intellectual property, other
than evaluation by a person licensed by a State to practice
law who is acting solely within the scope of that person’s
professional license;

(B) evaluating the invention to determine its commercial
potential by any person for purposes other than providing
venture capital; or

(C) marketing, brokering, licensing, selling, or promoting
the invention or a product or service in which the invention
is incorporated or used, except that the display only of an
invention at a trade show or exhibit shall not be considered
to be invention development services.

§ 52. Contracting requirements
(a) IN GENERAL.—(1) Every contract for invention development

services shall be in writing and shall be subject to the provisions of
this chapter. A copy of the signed written contract shall be given to
the customer at the time the customer enters into the contract.

(2) If a contract is entered into for the benefit of a third party,
such party shall be considered a customer for the purposes of this
chapter.

(b) REQUIREMENTS OF INVENTION DEVELOPER.—The invention de-
veloper shall—

(1) state in a written document, at the time a customer enters
into a contract for invention development services, whether the
usual business practice of the invention developer is to—

(A) seek more than 1 contract in connection with an in-
vention; or

(B) seek to perform services in connection with an inven-
tion in 1 or more phases, with the performance of each
phase covered in 1 or more subsequent contracts; and

(2) supply to the customer a copy of the written document to-
gether with a written summary of the usual business practices
of the invention developer, including—

(A) the usual business terms of contracts; and
(B) the approximate amount of the usual fees or other

consideration that may be required from the customer for
each of the services provided by the developer.

(c) RIGHT OF CUSTOMER TO CANCEL CONTRACT.—(1) Notwith-
standing any contractual provision to the contrary, a customer shall
have the right to terminate a contract for invention development
services by sending a written letter to the invention developer stat-
ing the customer’s intent to cancel the contract. The letter of termi-
nation must be deposited with the United States Postal Service on
or before 5 business days after the date upon which the customer
or the invention developer executes the contract, whichever is later.



105

(2) Delivery of a promissory note, check, bill of exchange, or nego-
tiable instrument of any kind to the invention developer or to a
third party for the benefit of the invention developer, without regard
to the date or dates appearing in such instrument, shall be deemed
payment received by the invention developer on the date received for
purposes of this section.

§ 53. Standard provisions for cover notice
(a) CONTENTS.—Every contract for invention development services

shall have a conspicuous and legible cover sheet attached with the
following notice imprinted in boldface type of not less than 12-point
size:

‘‘YOU HAVE THE RIGHT TO TERMINATE THIS CON-
TRACT. TO TERMINATE THIS CONTRACT, YOU MUST
SEND A WRITTEN LETTER TO THE COMPANY STATING
YOUR INTENT TO CANCEL THIS CONTRACT. THE LET-
TER OF TERMINATION MUST BE DEPOSITED WITH THE
UNITED STATES POSTAL SERVICE ON OR BEFORE FIVE
(5) BUSINESS DAYS AFTER THE DATE ON WHICH YOU
OR THE COMPANY EXECUTE THE CONTRACT, WHICH-
EVER IS LATER.

‘‘THE TOTAL NUMBER OF INVENTIONS EVALUATED
BY THE INVENTION DEVELOPER FOR COMMERCIAL PO-
TENTIAL IN THE PAST FIVE (5) YEARS IS lllll. OF
THAT NUMBER, lllll RECEIVED POSITIVE EVALUA-
TIONS AND lllll RECEIVED NEGATIVE EVALUA-
TIONS.

‘‘IF YOU ASSIGN EVEN A PARTIAL INTEREST IN THE
INVENTION TO THE INVENTION DEVELOPER, THE IN-
VENTION DEVELOPER MAY HAVE THE RIGHT TO SELL
OR DISPOSE OF THE INVENTION WITHOUT YOUR CON-
SENT AND MAY NOT HAVE TO SHARE THE PROFITS
WITH YOU.

‘‘THE TOTAL NUMBER OF CUSTOMERS WHO HAVE
CONTRACTED WITH THE INVENTION DEVELOPER IN
THE PAST FIVE (5) YEARS IS lllll. THE TOTAL
NUMBER OF CUSTOMERS KNOWN BY THIS INVENTION
DEVELOPER TO HAVE RECEIVED, BY VIRTUE OF THIS
INVENTION DEVELOPER’S PERFORMANCE, AN AMOUNT
OF MONEY IN EXCESS OF THE AMOUNT PAID BY THE
CUSTOMER TO THIS INVENTION DEVELOPER IS
lllllll.

‘‘THE OFFICERS OF THIS INVENTION DEVELOPER
HAVE COLLECTIVELY OR INDIVIDUALLY BEEN AFFILI-
ATED IN THE LAST TEN (10) YEARS WITH THE FOLLOW-
ING INVENTION DEVELOPMENT COMPANIES: (LIST THE
NAMES AND ADDRESSES OF ALL PREVIOUS INVENTION
DEVELOPMENT COMPANIES WITH WHICH THE PRIN-
CIPAL OFFICERS HAVE BEEN AFFILIATED AS OWNERS,
AGENTS, OR EMPLOYEES). YOU ARE ENCOURAGED TO
CHECK WITH THE UNITED STATES PATENT AND
TRADEMARK OFFICE, THE FEDERAL TRADE COMMIS-
SION, YOUR STATE ATTORNEY GENERAL’S OFFICE, AND
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THE BETTER BUSINESS BUREAU FOR ANY COM-
PLAINTS FILED AGAINST ANY OF THESE COMPANIES.

‘‘YOU ARE ENCOURAGED TO CONSULT WITH AN AT-
TORNEY OF YOUR OWN CHOOSING BEFORE SIGNING
THIS CONTRACT. BY PROCEEDING WITHOUT THE AD-
VICE OF AN ATTORNEY REGISTERED TO PRACTICE BE-
FORE THE PATENT AND TRADEMARK OFFICE, YOU
COULD LOSE ANY RIGHTS YOU MIGHT HAVE IN YOUR
IDEA OR INVENTION.’’.

(b) OTHER REQUIREMENTS FOR COVER NOTICE.—The cover notice
shall contain the items required under subsection (a) and the name,
primary office address, and local office address of the invention de-
veloper, and may contain no other matter.

(c) DISCLOSURE OF CERTAIN CUSTOMERS NOT REQUIRED.—The re-
quirement in the notice set forth in subsection (a) to include the
‘‘TOTAL NUMBER OF CUSTOMERS WHO HAVE CONTRACTED
WITH THE INVENTION DEVELOPER IN THE PAST FIVE (5)
YEARS’’ need not include information with respect to customers
who have purchased trade show services, research, advertising, or
other nonmarketing services from the invention developer, nor with
respect to customers who have defaulted in their payments to the in-
vention developer.

§ 54. Reports to customer required
With respect to every contract for invention development services,

the invention developer shall deliver to the customer at the address
specified in the contract, at least once every 3 months throughout
the term of the contract, a written report that identifies the contract
and includes—

(1) a full, clear, and concise description of the services per-
formed to the date of the report and of the services yet to be per-
formed and names of all persons who it is known will perform
the services; and

(2) the name and address of each person, firm, corporation,
or other entity to whom the subject matter of the contract has
been disclosed, the reason for each such disclosure, the nature
of the disclosure, and complete and accurate summaries of all
responses received as a result of those disclosures.

§ 55. Mandatory contract terms
(a) MANDATORY TERMS.—Each contract for invention development

services shall include in boldface type of not less than 12-point
size—

(1) the terms and conditions of payment and contract termi-
nation rights required under section 52;

(2) a statement that the customer may avoid entering into the
contract by not making a payment to the invention developer;

(3) a full, clear, and concise description of the specific acts or
services that the invention developer undertakes to perform for
the customer;

(4) a statement as to whether the invention developer under-
takes to construct, sell, or distribute one or more prototypes,
models, or devices embodying the invention of the customer;
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(5) the full name and principal place of business of the inven-
tion developer and the name and principal place of business of
any parent, subsidiary, agent, independent contractor, and any
affiliated company or person who it is known will perform any
of the services or acts that the invention developer undertakes
to perform for the customer;

(6) if any oral or written representation of estimated or pro-
jected customer earnings is given by the invention developer (or
any agent, employee, officer, director, partner, or independent
contractor of such invention developer), a statement of that esti-
mation or projection and a description of the data upon which
such representation is based;

(7) the name and address of the custodian of all records and
correspondence relating to the contracted for invention develop-
ment services, and a statement that the invention developer is
required to maintain all records and correspondence relating to
performance of the invention development services for such cus-
tomer for a period of not less than 2 years after expiration of
the term of such contract; and

(8) a statement setting forth a time schedule for performance
of the invention development services, including an estimated
date in which such performance is expected to be completed.

(b) INVENTION DEVELOPER AS FIDUCIARY.—To the extent that the
description of the specific acts or services affords discretion to the
invention developer with respect to what specific acts or services
shall be performed, the invention developer shall be deemed a fidu-
ciary.

(c) AVAILABILITY OF INFORMATION.—Records and correspondence
described under subsection (a)(7) shall be made available after 7
days written notice to the customer or the representative of the cus-
tomer to review and copy at a reasonable cost on the invention de-
veloper’s premises during normal business hours.

§ 56. Remedies
(a) IN GENERAL.—(1) Any contract for invention development serv-

ices that does not comply with the applicable provisions of this
chapter shall be voidable at the option of the customer.

(2) Any contract for invention development services entered into in
reliance upon any material false, fraudulent, or misleading infor-
mation, representation, notice, or advertisement of the invention de-
veloper (or any agent, employee, officer, director, partner, or inde-
pendent contractor of such invention developer) shall be voidable at
the option of the customer.

(3) Any waiver by the customer of any provision of this chapter
shall be deemed contrary to public policy and shall be void and un-
enforceable.

(4) Any contract for invention development services which pro-
vides for filing for and obtaining utility, design, or plant patent pro-
tection shall be voidable at the option of the customer unless the in-
vention developer offers to perform or performs such act through a
registered patent attorney or agent.

(b) CIVIL ACTION.—(1) Any customer who is injured by a violation
of this chapter by an invention developer or by any material false
or fraudulent statement or representation, or any omission of mate-
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rial fact, by an invention developer (or any agent, employee, direc-
tor, officer, partner, or independent contractor of such invention de-
veloper) or by failure of an invention developer to make all the dis-
closures required under this chapter, may recover in a civil action
against the invention developer (or the officers, directors, or partners
of such invention developer) in addition to reasonable costs and at-
torneys’ fees, the greater of—

(A) $5,000; or
(B) the amount of actual damages sustained by the customer.

(2) Notwithstanding paragraph (1), the court may increase dam-
ages to not more than 3 times the amount awarded.

(c) REBUTTABLE PRESUMPTION OF INJURY.—For purposes of this
section, substantial violation of any provision of this chapter by an
invention developer or execution by the customer of a contract for in-
vention development services in reliance on any material false or
fraudulent statements or representations or omissions of material
fact shall establish a rebuttable presumption of injury.

§ 57. Records of complaints
(a) RELEASE OF COMPLAINTS.—The Commissioner shall make all

complaints received by the Patent and Trademark Office involving
invention developers publicly available, together with any response
of the invention developers.

(b) REQUEST FOR COMPLAINTS.—The Commissioner may request
complaints relating to invention development services from any Fed-
eral or State agency and include such complaints in the records
maintained under subsection (a), together with any response of the
invention developers.

§ 58. Fraudulent representation by an invention developer
Whoever, in providing invention development services, knowingly

provides any false or misleading statement, representation, or omis-
sion of material fact to a customer or fails to make all the disclo-
sures required under this chapter, shall be guilty of a misdemeanor
and fined not more than $10,000 for each offense.

§ 59. Rule of construction
Except as expressly provided in this chapter, no provision of this

chapter shall be construed to affect any obligation, right, or remedy
provided under any other Federal or State law.

PART II—PATENTABILITY OF INVENTIONS
AND GRANT OF PATENTS

* * * * * * *

CHAPTER 10—PATENTABILITY OF INVENTIONS
* * * * * * *

§ 100. Definitions
When used in this title unless the context otherwise indicates—
(a) The term ‘‘invention’’ means invention or discovery.

* * * * * * *
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(e) The term ‘‘third-party requester’’ means a person requesting re-
examination under section 302 of this title who is not the patent
owner.

* * * * * * *

CHAPTER 11—APPLICATION FOR PATENT

Sec.
111. Application.

* * * * * * *
122. Confidential status of applications; publication of patent applications.

* * * * * * *

§ 111. Application
(a) * * *
(b) PROVISIONAL APPLICATION.—

(1) * * *

* * * * * * *
ø(5) ABANDONMENT.—The provisional application shall be re-

garded as abandoned 12 months after the filing date of such
application and shall not be subject to revival thereafter.¿

(5) ABANDONMENT.—Notwithstanding the absence of a claim,
upon timely request and as prescribed by the Commissioner, a
provisional application may be treated as an application filed
under subsection (a). If no such request is made, the provisional
application shall be regarded as abandoned 12 months after the
filing date of such application and shall not be subject to re-
vival thereafter.

* * * * * * *

§ 119. Benefit of earlier filing date; right of priority
(a) An application for patent for an invention filed in this country

by any person who has, or whose legal representatives or assigns
have, previously regularly filed an application for a patent for the
same invention in a foreign country which affords similar privileges
in the case of applications filed in the United States or to citizens
of the United States, or in a WTO member country, shall have the
same effect as the same application would have if filed in this
country on the date on which the application for patent for the
same invention was first filed in such foreign country, if the appli-
cation in this country is filed within twelve months from the earli-
est date on which such foreign application was filed; but no patent
shall be granted on any application for patent for an invention
which had been patented or described in a printed publication in
any country more than one year before the date of the actual filing
of the application in this country, or which had been in public use
or on sale in this country more than one year prior to such filing.

(b)(1) No application for patent shall be entitled to this right of
priority unless a claim, identifying the foreign application by speci-
fying its application number, country, and the day, month, and year
of its filing, is filed in the Patent and Trademark Office at such
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time during the pendency of the application as required by the Com-
missioner.

(2) The Commissioner may consider the failure of the applicant
to file a timely claim for priority as a waiver of any such claim, and
may require the payment of a surcharge as a condition of accepting
an untimely claim during the pendency of the application.

(3) The Commissioner may require a certified copy of the original
foreign application, specification, and drawings upon which it is
based, a translation if not in the English language, and such other
information as the Commissioner considers necessary. Any such cer-
tification shall be made by the foreign intellectual property author-
ity in which the foreign application was filed and show the date of
the application and of the filing of the specification and other pa-
pers.

* * * * * * *
(e)(1) * * *

* * * * * * *
(3) If the day that is 12 months after the filing date of a provi-

sional application falls on a Saturday, Sunday, or legal holiday as
defined in rule 6(a) of the Federal Rules of Civil Procedure, the pe-
riod of pendency of the provisional application shall be extended to
the next succeeding business day.

(f) APPLICATIONS FOR PLANT BREEDER’S RIGHTS.—Applications
for plant breeder’s rights filed in a WTO member country (or in a
UPOV Contracting Party) shall have the same effect for the purpose
of the right of priority under subsections (a) through (c) of this sec-
tion as applications for patents, subject to the same conditions and
requirements of this section as apply to applications for patents.

(g) DEFINITIONS.—As used in this section—
(1) the term ‘‘WTO member country’’ has the same meaning

as the term is defined in section 104(b)(2) of this title; and
(2) the term ‘‘UPOV Contracting Party’’ means a member of

the International Convention for the Protection of New Varieties
of Plants.

§ 120. Benefit of earlier filing date in the United States
An application for patent for an invention disclosed in the man-

ner provided by the first paragraph of section 112 of this title in
an application previously filed in the United States, or as provided
by section 363 of this title, which is filed by an inventor or inven-
tors named in the previously filed application shall have the same
effect, as to such invention, as though filed on the date of the prior
application, if filed before the patenting or abandonment of or ter-
mination of proceedings on the first application or on an applica-
tion similarly entitled to the benefit of the filing date of the first
application and if it contains or is amended to contain a specific
reference to the earlier filed application. The Commissioner may
determine the time period during the pendency of the application
within which an amendment containing the specific reference to the
earlier filed application is submitted. The Commissioner may con-
sider the failure to submit such an amendment within that time pe-
riod as a waiver of any benefit under this section. The Commis-
sioner may establish procedures, including the payment of a sur-



111

charge, to accept unavoidably late submissions of amendments
under this section.

* * * * * * *

ø§ 122. Confidential status of applications for patents shall
be kept in confidence by the Patent and Trade-
mark Office and no information concerning the
same given without authority of the applicant or
owner unless necessary to carry out the provisions
of any Act of Congress or in such special cir-
cumstances as may be determined by the Commis-
sioner.¿

§ 122. Confidential status of applications; publication of pat-
ent applications

(a) CONFIDENTIALITY.—Except as provided in subsection (b), ap-
plications for patents shall be kept in confidence by the Patent and
Trademark Office and no information concerning the same given
without authority of the applicant or owner unless necessary to
carry out the provisions of an Act of Congress or in such special cir-
cumstances as may be determined by the Commissioner.

(b) PUBLICATION.—
(1) IN GENERAL.—(A) Subject to paragraph (2), each applica-

tion for patent, except applications for design patents filed
under chapter 16 of this title and provisional applications filed
under section 111(b) of this title, shall be published, in accord-
ance with procedures determined by the Commissioner, as soon
as possible after the expiration of a period of 18 months from
the earliest filing date for which a benefit is sought under this
title. At the request of the applicant, an application may be pub-
lished earlier than the end of such 18-month period.

(B) No information concerning published patent applications
shall be made available to the public except as the Commis-
sioner determines.

(C) Notwithstanding any other provision of law, a determina-
tion by the Commissioner to release or not to release informa-
tion concerning a published patent application shall be final
and nonreviewable.

(2) EXCEPTIONS.—(A) An application that is no longer pend-
ing shall not be published.

(B) An application that is subject to a secrecy order pursuant
to section 181 of this title shall not be published.

(C)(i) Upon the request of the applicant at the time of filing,
the application shall not be published in accordance with para-
graph (1) until 3 months after the Commissioner makes a noti-
fication to the applicant under section 132 of this title.

(ii) Applications filed pursuant to section 363 of this title, ap-
plications asserting priority under section 119 or 365(a) of this
title, and applications asserting the benefit of an earlier appli-
cation under section 120, 121, or 365(c) of this title shall not
be eligible for a request pursuant to this subparagraph.

(iii) In a request under this subparagraph, the applicant
shall certify that the invention disclosed in the application was
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not and will not be the subject of an application filed in a for-
eign country.

(iv) A request under this subparagraph shall only be avail-
able to an applicant who has been accorded the status of inde-
pendent inventor under section 41(h) of this title.

(v) The Commissioner may establish appropriate procedures
and fees for making a request under this subparagraph.

(c) PRE-ISSUANCE OPPOSITION.—The provisions of this section
shall not operate to create any new opportunity for pre-issuance op-
position. The Commissioner may establish appropriate procedures to
ensure that this section does not create any new opportunity for pre-
issuance opposition.

CHAPTER 12—EXAMINATION OF APPLICATION

* * * * * * *

ø§ 134. Appeal to the Board of Patent Appeals and Inter-
ferences

øAn applicant for a patent, any of whose claims has been twice
rejected, may appeal from the decision of the primary examiner to
the Board of Patent Appeals and Interferences, having once paid
the fee for such appeal.¿

§ 134. Appeal to the Board of Patent Appeals and Inter-
ferences

(a) PATENT APPLICANT.—An applicant for a patent, any of whose
claims has been twice rejected, may appeal from the decision of the
primary examiner to the Board of Patent Appeals and Interferences,
having once paid the fee for such appeal.

(b) PATENT OWNER.—A patent owner in a reexamination proceed-
ing may appeal from the final rejection of any claim by the primary
examiner to the Board of Patent Appeals and Interferences, having
once paid the fee for such appeal.

(c) THIRD-PARTY.—A third-party requester may appeal to the
Board of Patent Appeals and Interferences from the final decision
of the primary examiner favorable to the patentability of any origi-
nal or proposed amended or new claim of a patent, having once
paid the fee for such appeal.

* * * * * * *

§ 141. Appeal to Court of Appeals for the Federal Circuit
øAn applicant dissatisfied with the decision in an appeal to the

Board of Patent Appeals and Interferences under section 134 of
this title may appeal the decision to the United States Court of Ap-
peals for the Federal Circuit.¿ An applicant, a patent owner, or a
third-party requester, dissatisfied with the final decision in an ap-
peal to the Board of Patent Appeals and Interferences under section
134 of this title, may appeal the decision to the United States Court
of Appeals for the Federal Circuit. By filing such an appeal the ap-
plicant waives his or her right to proceed under section 145 of this
title. A party to an interference dissatisfied with the decision of the
Board of Patent Appeals and Interferences on the interference may
appeal the decision to the United States Court of Appeals for the
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Federal Circuit, but such appeal shall be dismissed if any adverse
party to such interference, within twenty days after the appellant
has filed notice of appeal in accordance with section 142 of this
title, files notice with the Commissioner that the party elects to
have all further proceedings conducted as provided in section 146
of this title. If the appellant does not, within thirty days after the
filing of such notice by the adverse party, file a civil action under
section 146, the decision appealed from shall govern the further
proceedings in the case.

* * * * * * *

§ 143. Proceedings on appeal
With respect to an appeal described in section 142 of this title,

the Commissioner shall transmit to the United States Court of Ap-
peals for the Federal Circuit a certified list of the documents com-
prising the record in the Patent and Trademark Office. The court
may request that the Commissioner forward the original or cer-
tified copies of such documents during pendency of the appeal. øIn
an ex parte case, the Commissioner shall submit to the court in
writing the grounds for the decision of the Patent and Trademark
Office, addressing all the issues involved in the appeal.¿ In ex parte
and reexamination cases, the Commissioner shall submit to the
court in writing the grounds for the decision of the Patent and
Trademark Office, addressing all the issues involved in the appeal.
The court shall, before hearing an appeal, give notice of the time
and place of the hearing to the Commissioner and the parties in
the appeal.

* * * * * * *

§ 145. Civil action to obtain patent
An applicant dissatisfied with the decision of the Board of Patent

Appeals and Interferences in an appeal under section 134(a) of this
title may, unless appeal has been taken to the United States Court
of Appeals for the Federal Circuit, have remedy by civil action
against the Commissioner in the United States District Court for
the District of Columbia if commenced within such time after such
decision, not less than sixty days, as the Commissioner appoints.
The court may adjudge that such applicant is entitled to receive a
patent for his invention, as specified in any of his claims involved
in the decision of the Board of Patent Appeals and Interferences,
as the facts in the case may appear and such adjudication shall au-
thorize the Commissioner to issue such patent on compliance with
the requirements of law. All the expenses of the proceedings shall
be paid by the applicant.

* * * * * * *

CHAPTER 14—ISSUE OF PATENT

Sec.
151. Issue of patent.

* * * * * * *
154. Contents and term of patent; provisional rights.

* * * * * * *
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§ 154. Contents and term of patent; provisional rights
(a) * * *
ø(b) TERM EXTENSION.—

ø(1) INTERFERENCE DELAY OR SECRECY ORDERS.—If the issue
of an original patent is delayed due to a proceeding under sec-
tion 135(a) of this title, or because the application for patent
is placed under an order pursuant to section 181 of this title,
the term of the patent shall be extended for the period of
delay, but in no case more than 5 years.

ø(2) EXTENSION FOR APPELLATE REVIEW.—If the issue of a
patent is delayed due to appellate review by the Board of Pat-
ent Appeals and Interferences or by a Federal court and the
patent is issued pursuant to a decision in the review reversing
an adverse determination of patentability, the term of the pat-
ent shall be extended for a period of time but in no case more
than 5 years. A patent shall not be eligible for extension under
this paragraph if it is subject to a terminal disclaimer due to
the issue of another patent claiming subject matter that is not
patentably distinct from that under appellate review.

ø(3) LIMITATIONS.—The period of extension referred to in
paragraph (2)—

ø(A) shall include any period beginning on the date on
which an appeal is filed under section 134 or 141 of this
title, or on which an action is commenced under section
145 of this title, and ending on the date of a final decision
in favor of the applicant;

ø(B) shall be reduced by any time attributable to appel-
late review before the expiration of 3 years from the filing
date of the application for patent; and

ø(C) shall be reduced for the period of time during which
the applicant for patent did not act with due diligence, as
determined by the Commissioner.

ø(4) LENGTH OF EXTENSION.—The total duration of all exten-
sions of a patent under this subsection shall not exceed 5
years.¿

(b) TERM EXTENSION.—
(1) BASIS FOR PATENT TERM EXTENSION.—

(A) DELAY.—Subject to the limitations set forth in para-
graph (2), if the issue of an original patent is delayed due
to—

(i) a proceeding under section 135(a) of this title,
(ii) the imposition of an order pursuant to section

181 of this title,
(iii) appellate review by the Board of Patent Appeals

and Interferences or by a Federal court where the pat-
ent was issued pursuant to a decision in the review re-
versing an adverse determination of patentability, or

(iv) an unusual administrative delay by the Patent
and Trademark Office in issuing the patent,

the term of the patent shall be extended for the period of
delay.

(B) ADMINISTRATIVE DELAY.—For purposes of subpara-
graph (A)(iv), an unusual administrative delay by the Pat-
ent and Trademark office is the failure to—
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(i) make a notification of the rejection of any claim
for a patent or any objection or argument under section
132 of this title or give or mail a written notice of al-
lowance under section 151 of this title not later than 14
months after the date on which the application was
filed;

(ii) respond to a reply under section 132 of this title
or to an appeal taken under section 134 of this title not
later than 4 months after the date on which the reply
was filed or the appeal was taken;

(iii) act on an application not later than 4 months
after the date of a decision by the Board of Patent Ap-
peals and Interferences under section 134 or 135 of this
title or a decision by a Federal court under section 141,
145, or 146 of this title where allowable claims remain
in an application; or

(iv) issue a patent not later than 4 months after the
date on which the issue fee was paid under section 151
of this title and all outstanding requirements were sat-
isfied.

(2) LIMITATIONS.—(A) The total duration of any extensions
granted pursuant to either clause (iii) or (iv) of paragraph
(1)(A) or both such clauses shall not exceed 10 years. To the ex-
tent that periods of delay attributable to grounds specified in
paragraph (1) overlap, the period of any extension granted
under this subsection shall not exceed the actual number of
days the issuance of the patent was delayed.

(B) The period of extension of the term of a patent under this
subsection shall be reduced by a period equal to the time in
which the applicant failed to engage in reasonable efforts to
conclude prosecution of the application. The Commissioner
shall prescribe regulations establishing the circumstances that
constitute a failure of an applicant to engage in reasonable ef-
forts to conclude processing or examination of an application.

(C) No patent the term of which has been disclaimed beyond
a specified date may be extended under this section beyond the
expiration date specified in the disclaimer.

(3) PROCEDURES.—The Commissioner shall prescribe regula-
tions establishing procedures for the notification of patent term
extensions under this subsection and procedures for contesting
patent term extensions under this subsection.

* * * * * * *
(d) PROVISIONAL RIGHTS.—

(1) IN GENERAL.—In addition to other rights provided by this
section, a patent shall include the right to obtain a reasonable
royalty from any person who, during the period beginning on
the date of publication of the application for such patent pursu-
ant to section 122(b) of this title, or in the case of an inter-
national application designating the United States, the date of
international publication of the application, and ending on the
date the patent is issued—

(A)(i) makes, uses, offers for sale, or sells in the United
States the invention as claimed in the published patent ap-
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plication or imports such an invention into the United
States; or

(ii) if the invention as claimed in the published patent
application is a process, uses, offers for sale, or sells in the
United States or imports into the United States products
made by that process as claimed in the published patent
application; and

(B) had actual notice of the published patent application
and where the right arising under this paragraph is based
upon an international application designating the United
States that is published in a language other than English,
a translation of the international application into the Eng-
lish language.

(2) RIGHT BASED ON SUBSTANTIALLY IDENTICAL INVEN-
TIONS.—The right under paragraph (1) to obtain a reasonable
royalty shall not be available under this subsection unless the
invention as claimed in the patent is substantially identical to
the invention as claimed in the published patent application.

(3) TIME LIMITATION ON OBTAINING A REASONABLE ROY-
ALTY.—The right under paragraph (1) to obtain a reasonable
royalty shall be available only in an action brought not later
than 6 years after the patent is issued. The right under para-
graph (1) to obtain a reasonable royalty shall not be affected by
the duration of the period described in paragraph (1).

(4) REQUIREMENTS FOR INTERNATIONAL APPLICATIONS.—The
right under paragraph (1) to obtain a reasonable royalty based
upon the publication under the treaty of an international appli-
cation designating the United States shall commence from the
date that the Patent and Trademark Office receives a copy of
the publication under the treaty of the international applica-
tion, or, if the publication under the treaty of the international
application is in a language other than English, from the date
that the Patent and Trademark Office receives a translation of
the international application in the English language. The
Commissioner may require the applicant to provide a copy of
the international publication of the international application
and a translation thereof.

CHAPTER 15—PLANT PATENTS

* * * * * * *

§ 161. Patents for plants
Whoever invents or discovers and asexually reproduces any dis-

tinct and new variety of plant, including cultivated sports, mu-
tants, hybrids, and newly found seedlings, other than øa tuber
propagated plant or¿ a plant found in an uncultivated state, may
obtain a patent therefor, subject to the conditions and requirements
of this title.

The provisions of this title relating to patents for inventions shall
apply to patents for plants, except as otherwise provided.

* * * * * * *
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§ 163. Grant
øIn the case of a plant patent the grant shall be of the right to

exclude others from asexually reproducing the plant or selling or
using the plant so reproduced.¿ In the case of a plant patent, the
grant shall include the right to exclude others from asexually repro-
ducing the plant, and from using, offering for sale, or selling the
plant so reproduced, or any of its parts, throughout the United
States, or from importing the plant so reproduced, or any parts
thereof, into the United States.

* * * * * * *

CHAPTER 17—SECRECY OF CERTAIN INVENTIONS AND
FILING APPLICATIONS IN FOREIGN COUNTRY

§ 181. Secrecy of certain inventions and withholding of pat-
ent

Whenever publication or disclosure by the publication of an ap-
plication or by the grant of a patent on an invention in which the
Government has a property interest might, in the opinion of the
head of the interested Government agency, be detrimental to the
national security, the Commissioner upon being so notified shall
order that the invention be kept secret and shall withhold the pub-
lication of the application or the grant of a patent therefor under
the conditions set forth hereinafter.

Whenever the publication or disclosure of an invention by the
publication of an application or by the granting of a patent, in
which the Government does not have a property interest, might, in
the opinion of the Commissioner, be detrimental to the national se-
curity, he shall make the application for patent in which such in-
vention is disclosed available for inspection to the Atomic Energy
Commission, the Secretary of Defense, and the chief officer of any
other department or agency of the Government designated by the
President as a defense agency of the United States.

Each individual to whom the application is disclosed shall sign
a dated acknowledgment thereof, which acknowledgment shall be
entered in the file of the application. If, in the opinion of the Atom-
ic Energy Commission, the Secretary of a Defense Department, or
the chief officer of another department or agency so designated, the
publication or disclosure of the invention by the publication of the
application or by the granting of a patent therefor would be det-
rimental to the national security, the Atomic Energy Commission,
the Secretary of a Defense Department, or such other chief officer
shall notify the Commissioner and the Commissioner shall order
that the invention be kept secret and shall withhold the publication
of the application or the grant of a patent for such period as the
national interest requires, and notify the applicant thereof. Upon
proper showing by the head of the department or agency who
caused the secrecy order to be issued that the examination of the
application might jeopardize the national interest, the Commis-
sioner shall thereupon maintain the application in a sealed condi-
tion and notify the applicant thereof. The owner of an application
which has been placed under a secrecy order shall have a right to
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appeal from the order to the Secretary of Commerce under rules
prescribed by him.

An invention shall not be ordered kept secret and the publication
of an application or the grant of a patent withheld for a period of
more than one year. The Commissioner shall renew the order at
the end thereof, or at the end of any renewal period, for additional
periods of one year upon notification by the head of the department
or the chief officer of the agency who caused the order to be issued
that an affirmative determination has been made that the national
interest continues so to require. An order in effect, or issued, dur-
ing a time when the United States is at war, shall remain in effect
for the duration of hostilities and one year following cessation of
hostilities. An order in effect, or issued, during a national emer-
gency declared by the President shall remain in effect for the dura-
tion of the national emergency and six months thereafter. The
Commissioner may rescind any order upon notification by the
heads of the departments and the chief officers of the agencies who
caused the order to be issued that the publication or disclosure of
the invention is no longer deemed detrimental to the national secu-
rity.

PART III—PATENTS AND PROTECTION OF
PATENT RIGHTS

* * * * * * *

CHAPTER 25—AMENDMENT AND CORRECTION OF
PATENTS

* * * * * * *

§ 252. Effect of reissue
The surrender of the original patent shall take effect upon the

issue of the reissued patent, and every reissued patent shall have
the same effect and operation in law, on the trial of actions for
causes thereafter arising, as if the same had been originally grant-
ed in such amended form, but in so far as the claims of the original
and reissued patents are substantially identical, such surrender
shall not affect any action then pending nor abate any cause of ac-
tion then existing, and the reissued patent, to the extent that its
claims are substantially identical with the original patent, shall
constitute a continuation thereof and have effect continuously from
the date of the original patent.

* * * * * * *

CHAPTER 28—INFRINGEMENT OF PATENTS

Sec.
271. Infringement of patent.
272. Temporary presence in the United States.
273. Prior domestic commercial use; defense to infringement.

* * * * * * *

§ 273. Prior domestic commercial use; defense to infringement
(a) DEFINITIONS.—For purposes of this section—
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(1) the terms ‘‘commercially used’’, ‘‘commercially use’’, and
‘‘commercial use’’ mean the use in the United States in com-
merce or the use in the design, testing, or production in the
United States of a product or service which is used in com-
merce, whether or not the subject matter at issue is accessible
to or otherwise known to the public;

(2) the terms ‘‘used in commerce’’, and ‘‘use in commerce’’
mean that there has been an actual sale or other commercial
transfer of the subject matter at issue or that there has been an
actual sale or other commercial transfer of a product or service
resulting from the use of the subject matter at issue; and

(3) the ‘‘effective filing date’’ of a patent is the earlier of the
actual filing date of the application for the patent or the filing
date of any earlier United States, foreign, or international ap-
plication to which the subject matter at issue is entitled under
section 119, 120, or 365 of this title.

(b) DEFENSE TO INFRINGEMENT.—(1) A person shall not be liable
as an infringer under section 271 of this title with respect to any
subject matter that would otherwise infringe one or more claims in
the patent being asserted against such person, if such person had,
acting in good faith, commercially used the subject matter before the
effective filing date of such patent.

(2) The sale or other disposition of the subject matter of a patent
by a person entitled to assert a defense under this section with re-
spect to that subject matter shall exhaust the patent owner’s rights
under the patent to the extent such rights would have been ex-
hausted had such sale or other disposition been made by the patent
owner.

(c) LIMITATIONS AND QUALIFICATIONS OF DEFENSE.—The defense
to infringement under this section is subject to the following:

(1) DERIVATION.—A person may not assert the defense under
this section if the subject matter on which the defense is based
was derived from the patentee or persons in privity with the
patentee.

(2) NOT A GENERAL LICENSE.—The defense asserted by a per-
son under this section is not a general license under all claims
of the patent at issue, but extends only to the subject matter
claimed in the patent with respect to which the person can as-
sert a defense under this chapter, except that the defense shall
also extend to variations in the quantity or volume of use of the
claimed subject matter, and to improvements in the claimed
subject matter that do not infringe additional specifically
claimed subject matter of the patent.

(3) EFFECTIVE AND SERIOUS PREPARATION.—With respect to
subject matter that cannot be commercialized without a signifi-
cant investment of time, money, and effort, a person shall be
deemed to have commercially used the subject matter if—

(A) before the effective filing date of the patent, the person
reduced the subject matter to practice in the United States,
completed a significant portion of the total investment nec-
essary to commercially use the subject matter, and made a
commercial transaction in the United States in connection
with the preparation to use the subject matter; and
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(B) thereafter the person diligently completed the remain-
der of the activities and investments necessary to commer-
cially use the subject matter, and promptly began commer-
cial use of the subject matter, even if such activities were
conducted after the effective filing date of the patent.

(4) BURDEN OF PROOF.—A person asserting the defense under
this section shall have the burden of establishing the defense.

(5) ABANDONMENT OF USE.—A person who has abandoned
commercial use of subject matter may not rely on activities per-
formed before the date of such abandonment in establishing a
defense under subsection (b) with respect to actions taken after
the date of such abandonment.

(6) PERSONAL DEFENSE.—The defense under this section may
only be asserted by the person who performed the acts necessary
to establish the defense and, except for any transfer to the pat-
ent owner, the right to assert the defense shall not be licensed
or assigned or transferred to another person except in connec-
tion with the good faith assignment or transfer of the entire en-
terprise or line of business to which the defense relates.

(7) ONE-YEAR LIMITATION.—A person may not assert a defense
under this section unless the subject matter on which the de-
fense is based had been commercially used or reduced to prac-
tice more than one year prior to the effective filing date of the
patent by the person asserting the defense or someone in privity
with that person.

(d) UNSUCCESSFUL ASSERTION OF DEFENSE.—If the defense under
this section is pleaded by a person who is found to infringe the pat-
ent and who subsequently fails to demonstrate a reasonable basis
for asserting the defense, the court shall find the case exceptional for
the purpose of awarding attorney’s fees under section 285 of this
title.

(e) INVALIDITY.—A patent shall not be deemed to be invalid under
section 102 or 103 of this title solely because a defense is established
under this section.

CHAPTER 29—REMEDIES FOR INFRINGEMENT OF
PATENT, AND OTHER ACTIONS

* * * * * * *

§ 284. Damages
Upon finding for the claimant the court shall award the claimant

damages adequate to compensate for the infringement, but in no
event less than a reasonable royalty for the use made of the inven-
tion by the infringer, together with interest and costs as fixed by
the court.

When the damages are not found by a jury, the court shall assess
them. In either event the court may increase the damages up to
three times the amount found or assessed. Increased damages
under this paragraph shall not apply to provisional rights under
section 154(d) of this title.
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The court may receive expert testimony as an aid to the deter-
mination of damages or of what royalty would be reasonable under
the circumstances.

* * * * * * *

CHAPTER 30—PRIOR ART CITATIONS TO OFFICE AND
REEXAMINATION OF PATENTS

Sec.
301. Citation of prior art.

* * * * * * *
308. Reexamination prohibited.

CHAPTER 30—PRIOR ART CITATIONS TO OFFICE AND
REEXAMINATION OF PATENTS

* * * * * * *

ø§ 302. Request for reexamination
øAny person at any time may file a request for reexamination by

the Office of any claim of a patent on the basis of any prior art
cited under the provisions of section 301 of this title. The request
must be in writing and must be accompanied by payment of a reex-
amination fee established by the Commissioner of Patents pursu-
ant to the provisions of section 41 of this title. The request must
set forth the pertinency and manner of applying cited prior art to
every claim for which reexamination is requested. Unless the re-
questing person is the owner of the patent, the Commissioner
promptly will send a copy of the request to the owner of record of
the patent.

ø§ 303. Determination of issue by Commissioner
ø(a) Within three months following the filing of a request for re-

examination under the provisions of section 302 of this title, the
Commissioner will determine whether a substantial new question
of patentability affecting any claim of the patent concerned is
raised by the request, with or without consideration of other pat-
ents or printed publications. On his own initiative, and any time,
the Commissioner may determine whether a substantial new ques-
tion of patentability is raised by patents and publications discov-
ered by him or cited under the provisions of section 301 of this
title.

ø(b) A record of the Commissioner’s determination under sub-
section (a) of this section will be placed in the official file of the
patent, and a copy promptly will be given or mailed to the owner
of record of the patent and to the person requesting reexamination,
if any.

ø(c) A determination by the Commissioner pursuant to sub-
section (a) of this section that no substantial new question of pat-
entability has been raised will be final and nonappealable. Upon
such a determination, the Commissioner may refund a portion of
the reexamination fee required under section 302 of this title.
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ø§ 304. Reexamination order by Commissioner
øIf, in a determination made under the provisions of subsection

303(a) of this title, the Commissioner finds that a substantial new
question of patentability affecting any claim of a patent is raised,
the determination will include an order for reexamination of the
patent for resolution of the question. The patent owner will be
given a reasonable period, not less than two months from the date
a copy of the determination is given or mailed to him, within which
he may file a statement on such question, including any amend-
ment to his patent and new claim or claims he may wish to pro-
pose, for consideration in the reexamination. If the patent owner
files such a statement, he promptly will serve a copy of it on the
person who has requested reexamination under the provisions of
section 302 of this title. Within a period of two months from the
date of service, that person may file and have considered in the re-
examination a reply to any statement filed by the patent owner.
That person promptly will serve on the patent owner a copy of any
reply filed.

ø§ 305. Conduct of reexamination proceedings
øAfter the times for filing the statement and reply provided for

by section 304 of this title have expired, reexamination will be con-
ducted according to the procedures established for initial examina-
tion under the provisions of sections 132 and 133 of this title. In
any reexamination proceeding under this chapter, the patent owner
will be permitted to propose any amendment to his patent and a
new claim or claims thereto, in order to distinguish the invention
as claimed from the prior art cited under the provisions of section
301 of this title, or in response to a decision adverse to the patent-
ability of a claim of a patent. No proposed amended or new claim
enlarging the scope of a claim of the patent will be permitted in
a reexamination proceeding under this chapter. All reexamination
proceedings under this section, including any appeal to the Board
of Patent Appeals and Interferences, will be conducted with special
dispatch within the Office.

ø§ 306. Appeal
øThe patent owner involved in a reexamination proceeding under

this chapter may appeal under the provisions of section 134 of this
title, and may seek court review under the provisions of sections
141 to 145 of this title, with respect to any decision adverse to the
patentability of any original or proposed amended or new claim of
the patent.¿

§ 302. Request for reexamination
Any person at any time may file a request for reexamination by

the Office of a patent on the basis of any prior art cited under the
provisions of section 301 of this title or on the basis of the require-
ments of section 112 of this title except for the requirement to set
forth the best mode of carrying out the invention. The request must
be in writing, must include the identity of the real party in interest,
and must be accompanied by payment of a reexamination fee estab-
lished by the Commissioner pursuant to the provisions of section 41
of this title. The request must set forth the pertinency and manner
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of applying cited prior art to every claim for which reexamination
is requested or the manner in which the patent specification or
claims fail to comply with the requirements of section 112 of this
title. Unless the requesting person is the owner of the patent, the
Commissioner promptly shall send a copy of the request to the
owner of record of the patent.

§ 303. Determination of issue by Commissioner
(a) REEXAMINATION.—Not later than 3 months after the filing of

a request for reexamination under the provisions of section 302 of
this title, the Commissioner shall determine whether a substantial
new question of patentability affecting any claim of the patent con-
cerned is raised by the request, with or without consideration of
other patents or printed publications. On the Commissioner’s initia-
tive, at any time, the Commissioner may determine whether a sub-
stantial new question of patentability is raised by patents and pub-
lications or by the failure of the patent specification or claims to
comply with the requirements of section 112 of this title except for
the best mode requirement described in section 302.

(b) RECORD.—A record of the Commissioner’s determination under
subsection (a) shall be placed in the official file of the patent, and
a copy shall be promptly given or mailed to the owner of record of
the patent and to the third-party requester, if any.

(c) FINAL DECISION.—A determination by the Commissioner pur-
suant to subsection (a) shall be final and nonappealable. Upon a de-
termination that no substantial new question of patentability has
been raised, the Commissioner may refund a portion of the reexam-
ination fee required under section 302 of this title.

§ 304. Reexamination order by Commissioner
If, in a determination made under the provisions of section 303(a)

of this title, the Commissioner finds that a substantial new question
of patentability affecting a claim of a patent is raised, the deter-
mination shall include an order for reexamination of the patent for
resolution of the question. The order may be accompanied by the ini-
tial action of the Patent and Trademark Office on the merits of the
reexamination conducted in accordance with section 305 of this title.

§ 305. Conduct of reexamination proceedings
(a) IN GENERAL.—Subject to subsection (b), reexamination shall

be conducted according to the procedures established for initial ex-
amination under the provisions of sections 132 and 133 of this title.
In any reexamination proceeding under this chapter, the patent
owner shall be permitted to propose any amendment to the patent
and a new claim or claims, except that no proposed amended or new
claim enlarging the scope of the claims of the patent shall be per-
mitted.

(b) RESPONSE.—(1) This subsection shall apply to any reexamina-
tion proceeding in which the order for reexamination is based upon
a request by a third-party requester.

(2) With the exception of the reexamination request, any document
filed by either the patent owner or the third-party requester shall be
served on the other party.
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(3) If the patent owner files a response to any Patent and Trade-
mark Office action on the merits, the third-party requester shall
have 1 opportunity to file written comments within a reasonable pe-
riod not less than 1 month after the date of service of the patent
owner’s response. Written comments provided under this paragraph
shall be limited to issues covered by the Patent and Trademark Of-
fice action or the patent owner’s response.

(c) SPECIAL DISPATCH.—Unless otherwise provided by the Com-
missioner for good cause, all reexamination proceedings under this
section, including any appeal to the Board of Patent Appeals and
Interferences, shall be conducted with special dispatch within the
Office.

§ 306. Appeal
(a) PATENT OWNER.—The patent owner involved in a reexamina-

tion proceeding under this chapter—
(1) may appeal under the provisions of section 134 of this

title, and may appeal under the provisions of sections 141
through 144 of this title, with respect to any decision adverse
to the patentability of any original or proposed amended or new
claim of the patent; and

(2) may be a party to any appeal taken by a third-party re-
quester pursuant to subsection (b) of this section.

(b) THIRD-PARTY REQUESTER.—A third-party requester—
(1) may appeal under the provisions of section 134 of this

title, and may appeal under the provisions of sections 141
through 144 of this title, with respect to any final decision fa-
vorable to the patentability of any original or proposed amend-
ed or new claim of the patent; and

(2) may be a party to any appeal taken by the patent owner,
subject to subsection (c) of this section.

(c) PARTICIPATION AS PARTY.—(1) A third-party requester who,
under the provisions of sections 141 through 144 of this title, files
a notice of appeal or who participates as a party to an appeal by
the patent owner is estopped from asserting at a later time, in any
forum, the invalidity of any claim determined to be patentable on
appeal on any ground which the third-party requester raised or
could have raised during the reexamination proceedings.

(2) A third-party requester is deemed not to have participated as
a party to an appeal by the patent owner unless, not later than 20
days after the patent owner has filed notice of appeal, the third-
party requester files notice with the Commissioner electing to par-
ticipate.

* * * * * * *

§ 308. Reexamination prohibited
(a) ORDER FOR REEXAMINATION.—Notwithstanding any provision

of this chapter, once an order for reexamination of a patent has been
issued under section 304 of this title, neither the patent owner nor
the third-party requester, if any, nor privies of either, may file a
subsequent request for reexamination of the patent until a reexam-
ination certificate is issued and published under section 307 of this
title, unless authorized by the Commissioner.
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(b) FINAL DECISION.—Once a final decision has been entered
against a party in a civil action arising in whole or in part under
section 1338 of title 28 that the party has not sustained its burden
of proving the invalidity of any patent claim in suit, then neither
that party nor its privies may thereafter request reexamination of
any such patent claim on the basis of issues which that party or its
privies raised or could have raised in such civil action, and a reex-
amination requested by that party or its privies on the basis of such
issues may not thereafter be maintained by the Office, notwithstand-
ing any other provision of this chapter.

* * * * * * *

PART IV—PATENT COOPERATION TREATY

* * * * * * *

CHAPTER 37—NATIONAL STAGE
* * * * * * *

ø§ 374. Publication of international application: Effect
øThe publication under the treaty of an international application

shall confer no rights and shall have no effect under this title other
than that of a printed publication.¿

§ 374. Publication of international application: Effect
The publication under the treaty, defined in section 351(a) of this

title, of an international application designating the United States
shall confer the same rights and shall have the same effect under
this title as an application for patent published under section
122(b), except as provided in sections 102(e) and 154(d) of this title.

* * * * * * *

SECTION 17 OF THE ACT OF JULY 5, 1946

(COMMONLY REFERRED TO AS THE ‘‘TRADEMARK ACT OF 1946’’)

øSEC. 17. In every case of interference, opposition to registration,
application to register as a lawful concurrent user, or application
to cancel the registration of a mark, the Commissioner shall give
notice to all parties and shall direct a Trademark Trial and Appeal
Boards, to determine and decide the respective rights of registra-
tion.

øThe Trademark Trail and Appeal Board shall include the Com-
missioner, the Deputy Commissioner, the Assistant Commissioners,
and members appointed by the Commissioner. Employees of the
Patent and Trademark Office and other persons, all of whom shall
be competent in trademark law, shall be eligible for appointment
as members. Each case shall be heard by at least three members
of the Board, the members hearing such case to be designated by
the Commissioner.¿

SEC. 17. (a) In every case of interference, opposition to registra-
tion, application to register as a lawful concurrent user, or applica-
tion to cancel the registration of a mark, the Commissioner shall
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give notice to all parties and shall direct a Trademark Trial and
Appeal Board to determine and decide the respective rights of reg-
istration.

(b) The Trademark Trial and Appeal Board shall include the
Commissioner, the Deputy Commissioner for Patents, the Deputy
Commissioner for Trademarks, and members competent in trade-
mark law who are appointed by the Commissioner.

SECTION 9101 OF TITLE 31, UNITED STATES CODE

§ 9101. Definitions
In this chapter—

(1) * * *

* * * * * * *
(3) ‘‘wholly owned Government corporation’’ means—

(A) * * *

* * * * * * *
(R) the United States Patent and Trademark Office.

TITLE 5, UNITED STATES CODE

* * * * * * *

PART I—THE AGENCIES GENERALLY

* * * * * * *

CHAPTER 5—ADMINISTRATIVE PROCEDURE

* * * * * * *

SUBCHAPTER I—GENERAL PROVISIONS

§ 500. Administrative practice; general provisions
(a) * * *

* * * * * * *
(e) Subsections (b)–(d) of this section do not apply to practice be-

fore the øPatent Office¿ United States Patent and Trademark Of-
fice with respect to patent matters that continue to be covered by
chapter 3 (sections 31–33) of title 35.

* * * * * * *

PART III—EMPLOYEES

* * * * * * *

Subpart D—Pay and Allowances

* * * * * * *
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CHAPTER 51—CLASSIFICATION

* * * * * * *

§ 5102. Definitions; application
(a) * * *

* * * * * * *
(c) This chapter does not apply to—

(2) * * *

* * * * * * *
(23) examiners-in-chief and designated examiners-in-chief in

the øPatent and Trademark Office, Department of Commerce¿
United States Patent and Trademark Office;

* * * * * * *

CHAPTER 53—PAY RATES AND SYSTEMS

* * * * * * *

SUBCHAPTER II—EXECUTIVE SCHEDULE PAY RATES

* * * * * * *

§ 5316. Positions at level V
Level V of the Executive Schedule applies to the following posi-

tions, for which the annual rate of basic pay shall be the rate de-
termined with respect to such level under chapter 11 of title 2, as
adjusted by section 5318 of this title:

Administrator, Bonneville Power Administration, Depart-
ment of the Interior.

Administrator of the National Capital Transportation Agen-
cy.

Associate Administrators of the Small Business Administra-
tion (4).

* * * * * * *
øCommissioner of Patents, Department of Commerce.¿

* * * * * * *
øDeputy Commissioner of Patents and Trademarks.
øAssistant Commissioner for Patents.
øAssistant Commissioner for Trademarks.¿
Commissioner, Administration on Children, Youth, and Fam-

ilies.
Director, Bureau of Transportation Statistics.

* * * * * * *

ACT OF FEBRUARY 14, 1903

CHAP. 552.—An Act To establish the Department of Commerce and Labor.

* * * * * * *
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BUREAUS IN DEPARTMENT

SEC. 12. The following named bureaus, administrations, services,
offices, and programs of the public service, and all that pertains
thereto, shall be under the jurisdiction and subject to the control
of the Secretary of Commerce:

ø(a)¿ (1) National Oceanic and Atmospheric Administration;
ø(b)¿ (2) United States Travel and Tourism Administration;
ø(c)¿ (3) National Institute of Standards and Technology;
ø(d) Patent and Trademark Office;¿
ø(e)¿ (4) Bureau of the Census;
ø(f)¿ (5) United States Fire Administration; and
ø(g)¿ (6) such other bureaus or other organizational units as the

Secretary of Commerce may from time to time establish in accord-
ance with law.

ACT OF APRIL 12, 1892

[No. 8.] Joint resolution to encourage the establishment and endowment of
institutions of learning at the national capital by defining the policy of the Gov-
ernment with reference to the use of its literary and scientific collections by stu-
dents.

Whereas, large collections illustrative of the various arts and
sciences and facilitating literary and scientific research have been
accumulated by the action of Congress through a series of years at
the national capital; and

Whereas it was the original purpose of the Government thereby
to promote research and the diffusion of knowledge, and is now the
settled policy and present practice of those charged with the care
of these collections specially to encourage students who devote
their time to the investigation and study of any branch of knowl-
edge by allowing to them all proper use thereof; and

Whereas it is represented that the enumeration of these facilities
and the formal statement of this policy will encourage the estab-
lishment and endowment of institutions of learning at the seat of
Government, and promote the work of education by attracting stu-
dents to avail themselves of the advantages aforesaid under the di-
rection of competent instructors: Therefore,

Resolved by the Senate and House of Representatives of the Unit-
ed States of America, in Congress assembled, That the facilities for
research and illustration in the following and any other Govern-
mental collections now existing or hereafter to be established in the
city of Washington for the promotion of knowledge shall be acces-
sible, under such rules and restrictions as the officers in charge of
each collection may prescribe, subject to such authority as is now
or may hereafter be permitted by law, to the scientific investigators
and to students of any institution of higher education now incor-
porated or hereafter to be incorporated under the laws of Congress
or of the District of Columbia, to wit:

One. Of the Library of Congress.
Two. Of the National Museum.
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Three. Of the øPatent Office¿ United States Patent and Trade-
mark Office.

* * * * * * *

FEDERAL FOOD, DRUG, AND COSMETIC ACT

CHAPTER V—DRUGS AND DEVICES

SUBCHAPTER A—DRUGS AND DEVICES

* * * * * * *

NEW DRUGS

SEC. 505. (a) * * *

* * * * * * *
(m) For purposes of this section, the term ‘‘patent’’ means a pat-

ent issued by the øPatent and Trademark Office of the Department
of Commerce¿ United States Patent and Trademark Office.

* * * * * * *

NEW ANIMAL DRUGS

SEC. 512. (a) * * *

* * * * * * *
(o) For purposes of this section, the term ‘‘patent’’ means a patent

issued by the øPatent and Trademark Office of the Department of
Commerce¿ United States Patent and Trademark Office.

* * * * * * *

SECTION 105 OF THE FEDERAL ALCOHOL
ADMINISTRATION ACT

UNFAIR COMPETITION AND UNLAWFUL PRACTICES

SEC. 105. (a) * * *

* * * * * * *
(e) LABELING.—To sell or ship or deliver for sale or shipment, or

otherwise introduce in interstate or foreign commerce, or to receive
therein, or to remove from customs custody for consumption, any
distilled spirits, wine, or malt beverages in bottles, unless such
products are bottled, packaged, and labeled in conformity with such
regulations, to be prescribed by the Administrator, with respect to
packaging, marking, branding, and labeling and size and fill of con-
tainer (1) as will prohibit deception of the consumer with respect
to such products or the quantity thereof and as will prohibit, irre-
spective of falsity, such statements relating to age, manufacturing
processes, analyses, guarantees, and scientific or irrelevant mat-
ters as the Administrator finds to be likely to mislead the
consumer; (2) as will provide the consumer with adequate informa-
tion as to the identity and quality of the products, the alcoholic
content thereof (except that statements of, or statements likely to
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be considered as statements of, alcoholic content of malt beverages
are prohibited unless required by State law and except that, in
case of wines, statements of alcoholic content shall be required only
for wines containing more than 14 per centum of alcohol by vol-
ume), the net contents of the package, and the manufacturer or
bottler or importer of the product; (3) as will require an accurate
statement, in the case of distilled spirits (other than cordials, li-
queurs, and specialties) produced by blending or rectification, if
neutral spirits have been used in the production thereof, informing
the consumer of the percentage of neutral spirits so used and of the
name of the commodity from which such neutral spirits have been
distilled, or in case of neutral spirits or of gin produced by a proc-
ess of continuous distillation, the name of the commodity from
which distilled; (4) as will prohibit statements on the label that are
disparaging of a competitor’s products or are false, misleading, ob-
scene, or indecent; and (5) as will prevent deception of the
consumer by use of a trade or brand name that is the name of any
living individual of public prominence, or existing private or public
organization, or is a name that is in simulation or is an abbrevia-
tion thereof, and as will prevent the use of a graphic, pictorial, or
emblematic representation of any such individual or organization,
if the use of such name or representation is likely falsely to lead
the consumer to believe that the product has been indorsed, made,
or used by, or produced for, or under the supervision of, or in ac-
cordance with the specifications of, such individual or organization:
Provided, That this clause shall not apply to the use of the name
of any person engaged in business as a distiller, brewer, rectifier,
blender, or other producer, or as an importer, wholesaler, retailer,
bottler, or warehouseman, of distilled spirits, wine, or malt bev-
erages, nor to the use by any person of a trade or brand name used
by him or his predecessor in interest prior to the date of enactment
of this Act; including regulations requiring, at time of release from
customs custody, certificates issued by foreign governments cover-
ing origin, age, and identity of imported products: Provided further,
That nothing herein nor any decision, ruling, or regulation of any
Department of the Government shall deny the right of any person
to use any trade name or brand of foreign origin not presently
effectively registered in the øUnited States Patent Office¿ United
States Patent and Trademark Office which has been used by such
person or predecessors in the United States for a period of at least
five years last past, if the use of such name or brand is qualified
by the name of the locality in the United States in which the prod-
uct is produced, and, in the case of the use of such name or brand
on any label or in any advertisement, if such qualification is as
conspicuous as such name or brand.

* * * * * * *

TITLE 28, UNITED STATES CODE

* * * * * * *
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PART V—PROCEDURE

* * * * * * *

CHAPTER 91—UNITED STATES COURT OF FEDERAL
CLAIMS

* * * * * * *

§ 1498. Patent and copy-right cases
(a) Whenever an invention described in and covered by a patent

of the United States is used or manufactured by or for the United
States without license of the owner thereof or lawful right to use
or manufacture the same, the owner’s remedy shall be by action
against the United States in the United States Court of Federal
Claims for the recovery of his reasonable and entire compensation
for such use and manufacture. Reasonable and entire compensation
shall include the owner’s reasonable costs, including reasonable fees
for expert witnesses and attorneys, in pursuing the action if the
owner is an independent inventor, a nonprofit organization, or an
entity that had no more than 500 employees at any time during the
5-year period preceding the use or manufacture of the patented in-
vention by or for the United States.

For the purposes of this section, the use or manufacture of an in-
vention described in and covered by a patent of the United States
by a contractor, a subcontractor, or any person, firm, or corporation
for the Government and with the authorization or consent of the
Government, shall be construed as use or manufacture for the
United States.

The court shall not award compensation under this section if the
claim is based on the use or manufacture by or for the United
States of any article owned, leased, used by, or in the possession
of the United States prior to July 1, 1918.

A Government employee shall have the right to bring suit
against the Government under this section except where he was in
a position to order, influence, or induce use of the invention by the
Government. This section shall not confer a right of action on any
patentee or any assignee of such patentee with respect to any in-
vention discovered or invented by a person while in the employ-
ment or service of the United States, where the invention was re-
lated to the official functions of the employee, in cases in which
such functions included research and development, or in the mak-
ing of which Government time, materials or facilities were used.

* * * * * * *

CHAPTER 115—EVIDENCE; DOCUMENTARY
* * * * * * *

§ 1744. Copies of øPatent Office¿ United States Patent and
Trademark Office documents, generally

Copies of letters patent or of any records, books, papers, or draw-
ings belonging to the øPatent Office¿ United States Patent and
Trademark Office and relating to patents, authenticated under the
seal of the øPatent Office¿ United States Patent and Trademark
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Office and certified by the øCommissioner of Patents¿ Commis-
sioner of Patents and Trademarks, or by another officer of the øPat-
ent Office¿ United States Patent and Trademark Office authorized
to do so by the Commissioner, shall be admissible in evidence with
the same effect as the originals.

Any person making application and paying the required fee may
obtain such certified copies.

§ 1745. Copies of foreign patent documents
Copies of the specifications and drawings of foreign letters pat-

ent, or applications for foreign letters patent, and copies of excerpts
of the official journals and other official publications of foreign pat-
ent offices belonging to the øUnited States Patent Office¿ United
States Patent and Trademark Office, certified in the manner pro-
vided by section 1744 of this title are prima facie evidence of their
contents and of the dates indicated on their face.

* * * * * * *

CHAPTER 123—FEES AND COSTS

* * * * * * *

§ 1928. Patent infringement action; disclaimer not filed
Whenever a judgment is rendered for the plaintiff in any patent

infringement action involving a part of a patent and it appears
that the patentee, in his specifications, claimed to be, but was not,
the original and first inventor or discoverer of any material or sub-
stantial part of the thing patented, no costs shall be included in
such judgment, unless the proper disclaimer has been filed in the
øPatent Office¿ United States Patent and Trademark Office prior
to the commencement of the action.

* * * * * * *

SECTION 160 OF THE ATOMIC ENERGY ACT OF 1954

SEC. 160. SAVING CLAUSE.—Any patent application on which a
patent was denied by the øUnited States Patent Office¿ United
States Patent and Trademark Office under sections 11(a)(1),
11(a)(2), or 11(b) of the Atomic Energy Act of 1946, and which is
not prohibited by section 151 or section 155 of this Act may be rein-
stated upon application to the øCommissioner of Patents¿ Commis-
sioner of Patents and Trademarks within one year after enactment
of this Act and shall then be deemed to have been continuously
pending since its original filing date: Provided, however, That no
patent issued upon any patent application so reinstated shall in
any way furnish a basis of claim against the Government of the
United States.
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SECTION 305 OF THE NATIONAL AERONAUTICS AND
SPACE ACT OF 1958

PROPERTY RIGHTS IN INVENTIONS

SEC. 305. (a) * * *

* * * * * * *
(c) No patent may be issued to any applicant other than the Ad-

ministrator for any invention which appears to the øCommissioner
of Patents¿ Commissioner of Patents and Trademarks to have sig-
nificant utility in the conduct of aeronautical and space activities
unless the applicant files with the Commissioner, with the applica-
tion or within thirty days after request therefor by the Commis-
sioner, a written statement executed under oath setting forth the
full facts concerning the circumstances under which such invention
was made and stating the relationship (if any) of such invention to
the performance of any work under any contract of the Administra-
tion. Copies of each such statement and the application to which
it relates shall be transmitted forthwith by the Commissioner to
the Administrator.

* * * * * * *

SECTION 12 OF THE SOLAR HEATING AND COOLING
DEMONSTRATION ACT OF 1974

DISSEMINATION OF INFORMATION AND OTHER ACTIONS TO PROMOTE
PRACTICAL USE OF SOLAR HEATING AND COOLING TECHNOLOGIES

SEC. 12. (a) The Secretary shall take all possible steps to assure
that full and complete information with respect to the demonstra-
tions and other activities conducted under this Act is made avail-
able to Federal, State, and local authorities, the building industry
and related segments of the economy, the scientific and technical
community, and the public at large, both during and after the close
of the programs under this Act, with the objective of promoting and
facilitating to the maximum extent feasible the early and wide-
spread practical use of solar energy for the heating and cooling of
buildings throughout the United States. In accordance with regula-
tions prescribed under section 16 such information shall be dis-
seminated on a coordinated basis by the Secretary, the Adminis-
trator, the Director of the National Bureau of Standards, the Direc-
tor, the øCommissioner of the Patent Office¿ Commissioner of Pat-
ents and Trademarks, and other appropriate Federal offices and
agencies.

* * * * * * *

TITLE 44, UNITED STATES CODE
* * * * * * *

CHAPTER 11—EXECUTIVE AND JUDICIARY PRINTING
AND BINDING

* * * * * * *
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§ 1111. Annual reports: time for furnishing manuscript and
proofs to Public Printer

The appropriations made for printing and binding may not be
used for an annual report or the accompanying documents unless
the manuscript and proof is furnished to the Public Printer in the
following manner:

manuscript of the documents accompanying annual reports
on or before February 1, each year;

manuscript of the annual report on or before February 15,
each year;

complete revised proofs of the accompanying documents on
March 1, each year, and of the annual reports on March 10,
each year.

Annual reports and accompanying documents shall be printed,
made public, and available for distribution not later than within
the first five days after the assembling of each regular session of
Congress.

This section does not apply to the annual reports of the Smithso-
nian Institution, øthe Commissioner of Patents,¿ the Comptroller
of the Currency, or the Secretary of the Treasury.

* * * * * * *

§ 1114. Annual reports: number of copies for Congress
One thousand copies of the annual reports of the departments to

Congress shall be printed for the Senate, and two thousand for the
House of Representatives.

The usual number only of the reports of the Chief of Engineers
of the Army, øthe Commissioner of Patents,¿ the Commissioner of
Internal Revenue, the report of the Chief Signal Officer of the De-
partment of the Army, and the Chief of Ordnance shall be printed.

* * * * * * *

§ 1123. Binding materials; bookbinding for libraries
Binding for the departments of the Government shall be done in

plain sheep or cloth, except that record and account books may be
bound in Russia leather, sheep fleshers, and skivers, when author-
ized by the head of a department. The libraries of the several de-
partments, the Library of Congress, the libraries of the Surgeon
General’s Office, øthe Patent Office,¿ and the Naval Observatory
may have books for the exclusive use of these libraries bound in
half Turkey, or material no more expensive.

* * * * * * *

CHAPTER 13—PARTICULAR REPORTS AND DOCUMENTS

Sec.
1301. Agriculture, Department of: report of Secretary.

* * * * * * *
ø1337. Patent Office: publications authorized to be printed.
ø1338. Patent Office: limitations and conditions concerning printing and

lithographing.¿
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ø§ 1337. Patent Office: publications authorized to be printed
øThe Commissioner of Patents, upon the requisition of the Sec-

retary of Commerce may cause to be printed:
ø1. PATENTS ISSUED.—The patents for inventions and designs is-

sued by the Patent Office, including grants, specifications, and
drawings, together with copies of them, and of patents already is-
sued, in the number needed for the business of the office.

ø2. TRADE-MARKS AND LABELS.—The certificates of trade-marks
and labels registered in the Patent Office, including descriptions
and drawings, together with copies of them, and of trade-marks
and labels previously registered, in the numbers needed for the
business of the office.

ø3. OFFICIAL GAZETTE.—The Official Gazette of the United States
Patent Office in numbers sufficient to supply all who subscribe for
it at $5 a year; also for exchange for other scientific publications
desirable for the use of the Patent Office; also to supply one copy
to each Senator and Representative in Congress; with one hundred
additional copies, together with weekly, monthly, and annual in-
dexes. The ‘‘usual number’’ of the Official Gazette may not be print-
ed.

ø4. REPORT OF COMMISSIONER OF PATENTS.—The annual report
of the Commissioner of Patents, not exceeding five hundred in
number, for distribution by him; the annual report of the Commis-
sioner of Patents to Congress, without the list of patents, not ex-
ceeding one thousand five hundred in number, for distribution by
him; and the annual report of the Commissioner of Patents to Con-
gress, with the list of patents, five hundred copies for sale by him,
if needed, and in addition the ‘‘usual number’’ only shall be printed.

ø5. RULES OF PRACTICE, LAWS, ETC.—Pamphlet copies of the rules
of practice, and of the patent laws, and pamphlet copies of the laws
and rules relating to trade-marks and labels, and circulars relating
to the business of the office, all in numbers as needed for the busi-
ness of the office. The ‘‘usual number’’ may not be printed.

ø6. DECISIONS OF COMMISSIONER AND COURTS.—Annual volumes
of the decisions of the Commissioner of Patents and of the United
States courts in patent cases, not exceeding one thousand five hun-
dred in number, of which the usual number shall be printed, and
for this purpose a copy of each shall be transmitted to Congress
promptly when prepared.

ø7. INDEXES.—Indexes to patents relating to electricity, and in-
dexes to foreign patents, in the numbers needed for the business
of the office. The ‘‘usual number’’ may not be printed.

ø§ 1338. Patent Office: limitations and conditions concerning
printing and lithographing

øPrinting for the Patent Office making use of lithography or
photo-lithography, together with the plates, shall be contracted for
and performed under the direction of the Commissioner of Patents,
under limitations and conditions prescribed by the Joint Committee
on Printing, and other printing for the Patent Office shall be done
by the Public Printer under limitations and conditions prescribed
by the Joint Committee on Printing. The entire work may be done
at the Government Printing Office when in the judgment of the



136

Joint Committee on Printing it is to the interest of the Govern-
ment.¿

* * * * * * *

SECTION 10 OF THE TRADING WITH THE ENEMY ACT

SEC. 10. That nothing contained in this Act shall be held to make
unlawful any of the following Acts:

(a) * * *

* * * * * * *
(i) Whenever the publication of an invention by the granting of

a patent may in the opinion of the President, be detrimental to the
public safety or defense, or may assist the enemy or endanger the
successful prosecution of the war, he may order that the invention
be kept secret and withhold the grant of a patent until the end of
the war: Provided, That the invention disclosed in the application
for said patent may be held abandoned upon it being established
before or by the øCommissioner of Patents¿ Commissioner of Pat-
ents and Trademarks that, in violation of said order, said invention
has been published or that an application for a patent therefor has
been filed in any other country, by the inventor or his assigns or.
legal representatives, without the consent or approval of the com-
missioner or under a license of the President.

When an applicant whose patent is withheld as herein provided
and who faithfully obeys the order of the President above referred
to shall tender his invention to the Government of the United
States for its use, he shall, if he ultimately receives a patent, have
the right to sue for compensation in the United States Claims
Court, such right to compensation to begin from the date of the use
of the invention by the Government.

SECTION 8G OF THE INSPECTOR GENERAL ACT OF 1978

REQUIREMENTS FOR FEDERAL ENTITIES AND DESIGNATED FEDERAL
ENTITIES

SEC. 8G. (a) Notwithstanding section 11 of this Act, as used in
this section—

(1) * * *
(2) the term ‘‘designated Federal entity’’ means Amtrak, the

Appalachian Regional Commission, the Board of Governors of
the Federal Reserve System, the Board for International
Broadcasting, the Commodity Futures Trading Commission,
the Consumer Product Safety Commission, the Corporation for
Public Broadcasting, the Equal Employment Opportunity Com-
mission, the Farm Credit Administration, the Federal Commu-
nications Commission, the Federal Deposit Insurance Corpora-
tion, the Federal Election Commission, the Federal Housing Fi-
nance Board, the Federal Labor Relations Authority, the Fed-
eral Maritime Commission, the Federal Trade Commission, the
Legal Services Corporation, the National Archives and Records
Administration, the National Credit Union Administration, the
National Endowment for the Arts, the National Endowment for
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the Humanities, the National Labor Relations Board, the Na-
tional Science Foundation, the Panama Canal Commission, the
Peace Corps, the Pension Benefit Guaranty Corporation, the
Securities and Exchange Commission, the Smithsonian Institu-
tion, the Tennessee Valley Authority, the United States Inter-
national Trade Commission, the United States Patent and
Trademark Office, and the United States Postal Service;

* * * * * * *
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